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Banking  and  Finance  Sector 
Vendors  Profiled 

• American  Management  Systems  (AMS) 

• Broadway  and  Seymour 

• First  Data  Resources 

• Hogan  Systems 

• Mellon  Information  Services 

• NewTrend 

• Price  Waterhouse 

• SunGard  Data  Systems 
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Vendor  Profile  #1 


American  Management  Systems,  Inc.  (AMS) 

1 111  Kent  Street 

Arlington,  VA  22209  (703)  841-6000 

1991  Revenues:  $285M  1991  Employees:  3,200 

Company  Background 

• AMS  derives  approximately  $50  million  from  the 
banking  and  finance  industry. 

• AMS’  business  in  this  sector  is  concentrated  mainly 
among  the  largest  commercial  banks  and  the  big 
nonbank  financial  services  firms. 

» About  1 5%  of  this  revenue  is  from  the  sale  of 
software  products  such  as  those  for  credit 
processing  and  scoring,  and  for  international  credit 
and  collections,  including  support  of  SWIFT  and 
other  electronic  messaging  systems. 

• The  other  85%  is  professional  services  revenue 
derived  from  support  of  the  software  packages, 
modification  of  the  packages,  or  custom  software 
development. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• The  technology  of  imaging  is  integrated  by  AMS  into 
the  credit  origination  subsystem  of  the  credit 
processing  software  package,  in  the  form  of  images 
of  supporting  documents. 

• In  expert  systems  AMS  now  offers  credit-scoring  and 
-advice  functions  in  the  loan  origination  package  and 
has  a collections  expert  system  coming. 

• AMS  integrates  computer-based  training  technology 
in  two  of  its  software  products  and  builds  such 
courses  on  a custom  basis  for  clients. 

• Some  cooperative  processing  capabilities  linking 
PC-based  system  components  with  the  mainframe 
are  part  of  AMS's  platform  automation  product.  For 
now,  AMS  is  postponing  any  commitment  to  OS/2, 
preferring  an  open-architecture  approach. 
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Vendor  Profile  #1  (Cont.) 


Key  Issues 

• Competitively,  AMS  believes  it  stands  alone  against 
the  big  CPAs  and  leading  banking  and  finance 
industry  vendors,  because  only  AMS  offers  software 
products  and  a wide  range  of  consulting  services. 

• AMS  emphasizes  its  expertise  in  system 
development  and  the  management  of  systems 
resources  for  meeting  tough  schedules  and  handling 
complex  tasks. 

• AMS’  expertise  includes  key  technology  tools  such 
as  a life  cycle  productivity  methodology  and  a system 
design  workbench. 

• AMS  emphasizes  to  clients  that  big-dollar  systems 
investments  in  the  past  and  the  future  can  achieve 
correspondingly  large  paybacks  in  all 
bank-processing  areas,  but  only  with  full  integration 
of  systems  to  make  them  flexibly  accessible  to  a 
much  broader  range  of  the  institution's  staff  and 
managers. 

• AMS  sees  one  of  its  roles  as  helping  the  banking  and 
finance  industry  apply  technology  to  existing 
business  needs,  and  finding  new  applications  of 
technology  that  were  not  possible  before  because 
the  capability  did  not  exist. 
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Vendor  Profile  #2 


Broadway  & Seymour 
128  South  Tryon  Street 

Charlotte,  North  Carolina  28202  (704)  372-4281 
1991  Revenues:  $50M 


Company  Background 

• Three-quarters  of  Broadway  & Seymour's  U.S. 
revenue  comes  from  the  banking  industry:  half 
from  large  banks  and  half  from  small  community 
banks. 

• The  large-bank  business  is  primarily  custom 
system  development  and  maintenance. 

• For  small  banks,  Broadway  & Seymour  provides 
turnkey  hardware  and  software  systems  based  on 
IBM’s  AS/400  minicomputer  system. 
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Strategy 

• In  new  technologies,  Broadway  & Seymour  supports 
imaging  in  two  fashions.  First,  Broadway  & Seymour 
provides  low-cost  PC-based  image  statement 
systems  that  can  be  cost-justified  at  the  relatively  low 
check  volume  levels  typical  at  community  banks. 

• Second,  Broadway  & Seymour’s  turnkey  systems 
offer  the  option  to  print  little-used  but 
high-page-count  documents — such  as  the  daily 
balance  spool  file  to  write-once,  read-many  (WORM) 
optical  disk  technology — for  screen-based  access 
(and  printing  as  required)  by  the  relatively  few  bank 
personnel  who  require  such  access. 

• In  the  community  bank  market  segment,  Broadway  & 
Seymour  emphasizes  its  strength,  underscored  by 
market  position  and  the  market  sector's  largest 
number  of  AS/400-based  installations. 

Key  Issues 

• In  1992  Broadway  & Seymour  went  public  with  a 
$20M  stock  offering 

• In  the  move  from  private  to  public,  a new  executive 
management  team  has  been  put  into  place 
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Vendor  Profile  #3 


First  Data  Resources 

7302  Pacific  Street 

Omaha,  NE  68114  (402)  399-7000 

1991  Revenues:  $300M  (Est.)  1991  Employees:  4,500 


Company  Background 

• First  Data  Resources — currently  an  independent  public 
company  recently  spun  off  by  American  Express 
Information  Services  Company  headquartered  in 
Omaha,  Nebraska — serves  over  700  clients  in  its 
processing  services-based  business  of  maintaining  the 
data  bases  and  handling  all  processing  of  the  credit 
cards  issued  by  clients  in  the  banking  and  finance 
industry. 

• First  Data  Resources'  business  also  includes 
securitizing  credit  card  receivables  for  sale  to  third 
parties. 
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Vendor  Profile  #3  (Cont.) 


Strategy 

• First  Data  Resources  sees  its  competition  as  other 
card-processing  services  and  in-house  operations. 

• The  in-house  orientation  of  some  firms  and/or  their 
reluctance  to  break  out  the  costs  of  credit  card 
processing  tends  to  inhibit  the  growth  of  the  business, 
but  processing  service  growth  is  simultaneously  driven 
by  the  difficulty  of  keeping  up  with  changes. 

• The  Visa  and  MasterCard  organizations,  for  example, 
keep  implementing  changes  that  processors  must  keep 
up  with,  and  there  are  also  periodic  government 
regulatory  changes. 

• In  keeping  with  industry  needs  and  trends,  First  Data 
Resources  is  evaluating  how  to  integrate  imaging 
technology  with  its  service  offerings  in  the  near  future. 

Key  Issues 

• The  firm  competes  with  a number  of  other  service 
vendors,  such  as  Total  Systems,  Credit  Services,  and 
EDS. 

• First  Data  Resources  emphasizes  that  it  has  been  in 
the  business  a long  time  and  has  established  a depth 
of  resources — technology  and  people — that  is  hard  to 
match. 

• First  Data  Resources  has  great  economies  of  scale, 
yet  also  emphasizes  that  it  can  be  very  flexible  in 
services.  Overall,  the  company  likes  to  say  to  clients, 

"If  it's  been  done  in  credit  card  processing,  First  Data 
Resources  has  done  it." 

INPUT 
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Hogan  Systems 

5080  Spectrum  Drive,  Suite  400E 

Dallas,  TX  (214)386-0020 

1991  Revenues:  $45 M 1991  Employees:  325 


Company  Background 

• Hogan  Systems,  in  Dallas,  Texas,  employs 
approximately  325  people  and  has  revenues  of  $40 
to  $45  million. 

• Hogan's  business  is  concentrated  in  software 
products  for  large  commercial  banks,  plus  some 
Drofessional  services  in  support  of  the  software, 
-logan  Systems  offers  software  systems  for  loans, 
deposits,  and  customer  information,  and  now  it  also 
provides  products  for  measuring  and  reporting 
financial  results  and  for  risk  analysis. 

• IBM  is  the  exclusive  U.S.  marketer  of  the  Hogan 
Integrated  Banking  Applications  software  product. 


YWSPR/BF-  11 


INPUT 


Vendor  Profile  #4  (Cont.) 


Strategy 

• Technologically,  Hogan  supports  moving 
mainframe  functions  to  distributed  platforms  and 
offers  an  earnings  analysis  system  based  on  DB2. 

• Hogan  is  also  building  a presence  in  the  CASE 
market  using  a customer  relationship  system  that 
Hogan  has  developed  with  CASE  tools  that 
customers  can  update  more  easily  than  prior 
product  offerings. 

Key  Issues 

• Competitively,  Hogan  emphasizes  that  it  offers  the 
most  flexible  products  in  its  class.  They  provide 
better  control  for  the  banker,  ease  of  product 
modification,  and  rapid  implementation  of  systems 
to  support  new  bank  products. 

• Flexibility  and  ease  of  use,  Hogan  contends, 
provides  significant  advantage,  although  the 
system  is  complex. 

• Hogan  also  profits  from  installation-oriented 
consulting  services. 

• Newer  products  position  Hogan  strongly  in  the 
banking  sector's  transition  from  emphasizing 
back-office  operational  automation  to  future 
implementation  of  new  systems  offering  new 
management  benefits,  such  as  profitability 
measures  and  risk  analysis. 
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Vendor  Profile  #5 


Mellon  Information  Services — Mellon  Bank 
Three  Mellon  Bank  Center 
Pittsburgh,  PA  15259  (412)  234-5884 
1991  Revenues:  $260M  (Estimated) 


Company  Background 

• Although  it  has  roots  in  the  internal  processing  of  its 
Mellon  Bank  parent,  Mellon  Information  Services 
has  also  offered  processing  services  for  25  years  to 
other  institutions. 

• Revenues  now  total  more  than  $250  million. 

• Clients  are  mostly  below  the  top  tier  of  the  sector 
and  include  banks  and  nonbank  financial  services 
firms. 
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Strategy 

• Rather  than  implementing  new  technologies,  the 
firm  emphasizes  the  breadth  of  the  functionality 
offered,  based  on  its  in-house  big-bank  experience. 

• It  competes  on  the  banking  side  with  EDS,  IBM, 
Marshall  & llsley,  Systematics,  and  Flserv,  and  on 
the  nonbank  side  with  EDS,  IBM,  Genex,  and 
Litton. 

• Mellon's  traditional  competitive  strategy  has  been  to 
emphasize  its  years  of  experience  and 
well-established  products  and  services. 

• Mellon  has  also  added  a new  service:  it  will 
facilitate  a customer's  conversion  from  in-house 
operations  by  first  running  the  customer's  own 
in-house  application  on  the  processing  service's 
computers,  and  only  after  a transition  period 
moving  to  the  Mellon  system. 

Key  Issues 

• For  nonbanks,  Mellon  emphasizes  support  of  the 
latest  banking  system  internal  functionality  and  its 
speed  in  handling  functions  now  done  manually  by 
clients. 

• A new  service  facilitating  conversion  permits 
immediate  dollar  savings. 
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Vendor  Profile  #6 


NewTrend 

2600  Technology  Drive 

Orlando,  Florida  32804  (407)  297-0870 

1991  Revenues:  $68M  (Post-merger  pro  forma  estimate) 

1991  Employees:  500 


Company  Background 

• In  May,  1991 , NewTrend  was  formed  with  the 
merger  of  The  NewTrend  Group  and  the 
INFOPOINT™  Banking  Software  Division  of 
Computer  Associates  International,  Inc. 

• This  new  venture  is  owned  equally  by  Computer 
Associates  and  NewTrend,  and  continues  to  be 
privately  held. 

• In  1991,  NewTrend  derived  an  estimated  $68 
million  in  revenues  from  the  sale  of  processing 
services,  software  products,  turnkey  systems, 
systems  integration  services,  and  systems 
operations  services  to  U.S.  credit  unions,  S&Ls, 
and  commercial  banks. 

• NewTrend's  Unisys-based  MISER2  systems 
include  loan  origination  and  processing,  central 
information  file,  and  general  ledger  applications, 
while  the  merged  INFOPOINT  applications  support 
an  IBM-based  family  of  integrated  banking  software 
sold  primarily  to  commercial  banks. 

V. 
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Vendor  Profile  #6  (Cont.) 

Strategy 

• Competitively,  NewTrend  emphasizes  processing 
services  (where  it  competes  mainly  with 
Systematics  and  EDS)  and  turnkey  systems 
(versus  NCR  and  John  Henry). 


• NewTrend  has  positioned  itself  as  a low-cost, 
high-function  vendor  that  sells  on  a complete- 
package  basis,  without  separate  add-on  contracts 
and  costs.  The  processing  service  offering  was 
added  two  years  ago  and  includes  NewTrend's 
commitment  not  to  place  more  than  10  banks  on  a 
single  shared  system. 


• NewTrend  is  considering  support  for  the  new 
technologies  of  imaging  and  laptop  computer 
communication  with  the  mainframe.  The  imaging 
system  may  be  offered  on  a processing  service 
basis.  The  laptop  communication  system  would  be 
in  support  of  field  personnel  who  handle  loan 
processing. 


Key  Issues 

• NewTrend  points  out  that,  since  the  merger,  almost 
1 ,000  banks,  S&Ls,  credit  unions  and  other 
financial  institutions  use  NewTrend 
products — whether  in-house,  on  a systems 
operations  basis,  or  through  NewTrend's 
processing  service. 


NewTrend  offers  a strong  track  record  of 
well-planned  implementations  that  are  installed  in 
the  number  of  days  promised. 
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Vendor  Profile  #7 


Price  Waterhouse 
1 251  Avenue  of  the  Americas 
New  York,  NY  10020  (212)  489-8900 
1991  Revenues:  $2.2B  (Estimated) 


Company  Background 

• Price  Waterhouse  derives  more  than  $20  million  in 
banking  and  finance  industry  information  services 
revenue  from  the  professional  services  activities  of 
custom  software  development  and  system 
effectiveness  reviews  provided  to  all  parts  of  the 
industry. 

• It  also  offers  software  products  for  securities 
trading. 
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Strategy 

• Price  Waterhouse  promotes  implementation  of 
imaging  technology  via  the  selection  of  hardware 
and  its  implementation. 

• Implementation  can  be  either  for  high-volume 
systems  for  check  processing  or  low-volume 
systems  that  support  loan  documentation. 

• For  banks  that  want  to  improve  electronic  funds 
transfer  (EFT)  functionality,  Price  Waterhouse 
assists  with  automating  EFT  message  routing,  and 
with  setting  new  EFT  strategies. 

• Price  Waterhouse  also  provides  professional 
services  support  for:  banking  applications;  package 
implementation;  crisis  management  for  systems; 
custom  systems  development  and  implementation; 
auditing  computer  systems/operations;  and  LANs. 

Key  Issues 

• Price  Waterhouse's  primary  competitors  in  the 
professional  services  consulting  field  are  First 
Manhattan,  Arthur  Andersen,  Peat  Marwick,  Booz 
Allen,  and  McKinsey. 

• Two  or  three  years  ago,  Price  Waterhouse  shifted 
competitive  emphasis  away  from  health  care  and 
government  and  toward  banking  and  finance. 

• Price  Waterhouse  emphasizes  an  interdisciplinary 
approach  that  integrates  complex  solutions  to  meet 
organizational,  technology,  and  information-flow 
needs. 

• Price  Waterhouse’s  strong  reputation  as  a firm  is 
reinforced  by  excellent  references  from  clients. 


V 
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Vendor  Profile  #8 


SunGard  Data  Systems 

1285  Drummers  Lane 

Wayne,  PA  19087  (215)  341-8700 

1991  Revenues:  $260M  1991  Employees:  1,600 


Company  Background 

• SunGard  is  a major  provider  of  disaster  recovery 
services  to  all  parts  of  the  banking  and  finance 
industry. 

• SunGard's  primary  efforts  involve  the  processing 
and  professional  services  functions  of  establishing 
hot-site  backup,  consulting  on  disaster  recovery, 
and  business  resumption  planning. 

• SunGard  also  offers  software  products  for  business 
recovery  functions. 
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Vendor  Profile  #8  (Cont.) 


Strategy 

• In  addition  to  traditional  computing/data  center 
resources,  SunGard  also  provides  new 
technologies  such  as  limited  functionality  for 
LAN-based  environments.  Support  may  be  offered 
in  the  future  for  imaging  and  EDI  functions. 

• In  the  disaster  recovery  market,  the  firm  competes 
primarily  with  Comdisco  and  IBM.  SunGard 
emphasizes  its  roots  in  mainframe  systems  (now 
evolved  to  encompass  minicomputers  as  well)  and 
a crisis  management  approach  that  tries  to 
accommodate  all  clients  without  requiring  them  to 
declare  a disaster  and  thus  receive  services  only 
on  a first-come,  first-served  basis. 

• In  addition  to  its  disaster  recovery  services, 
SunGard  also  offers  a broad  range  of  investment 
support  systems.  Applications  include  portfolio 
management  and  accounting  (INVEST  ONE, 
WISMER  SERIES  2),  securities  trading  and 
accounting  (BOLT  I and  II,  TRAC,  PHASE3,  OMNI 
GS),  trust  accounting  (OMNITRUST, 
AUTOTRUST/AT,  MICROTRUST),  shareholder 
accounting  (INVESTAR,  SINSTAR),  and  other 
investment  accounting  (EMBERS,  OMNIPLAN, 
PLAN  ONE,  PERF-4). 
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The  Health  Care 
Industry 


Industry  Definition 
Health  Care  Industry  Segmentation 

• Hospitals 

-SIC  806 

• Physicians’  and  other  practices,  and  clinics 

-SIC  801, 802,  803,  804,  808 

• Other  service  environments 

- SIC  805,  807,  809 
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Industry  Definition 
Estimated  U.S.  Health  Care 
Expenditures 


Expenditure 

1991  ($  Billions) 

Hospital  Care 

286 

Physicians,  Dentists,  and 
Other  Professional  Services 

220 

Nursing  Home  Care 

61 

Other  Expenditures 

189 

Total 

756 

Source:  U.S.  Industrial  Outlook 
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Market  Forecast 
Health  Care  Sector 
Information  Services  Market 

1991-1996 
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Market  Forecast 
Health  Care  Sector 
Information  Services  Market 
by  Delivery  Mode,  1991-1996 
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Market  Forecast 

Health  Care  Sector— Individual  Market 

Segments,  1990-1996 
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Business  Issues 
Health  Care  Sector 

• Controlling  costs 

• Learning  to  compete 

• Documenting  care 

• Restructuring  U.S.  health  care 
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Business  Issues:  Health  Care  Sector 
Evolving  Hospital  Systems 
in  the  1990s 


• Decentralized  departments  and  applications 

• Centralized  hospital  information  systems 

• The  integration  challenge 

• From  financial  to  patient  care  systems 

• The  efficiency  drive 
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Industry  Trends 
Health  Care  Sector 

• Rising  percentage  of  uninsured 

• Urban  poverty  and  service  needs 

• Growing  ranks  of  elderly 

• Drives  to  control  medical  costs 
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Industry  Trends 
Health  Care  Sector 


• Cost  accountability 

• Reimbursement  dynamics 

• Patient  care  systems 

• Documenting  outcomes 

• Local  and  community  networking 

• Management  information  systems 

• Systems  upgrading  and  integration 

• Experience  with  outside  solutions 
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Technology  Issues 
Health  Care  Information  Systems 

• Background:  A sluggish  start 

• The  challenge  for  hospitals 

• Focus  on  patient  care  systems 

• Shifting  roles  for  systems  in  finances 

• EDI  for  ordering  and  claims 

• Issue:  Needs  versus  funds  to  invest 
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Business  Opportunities 
Health  Care  Sector 


• Integrating  multiple  old  and  various  new  systems 

• Connecting  financial  and  clinical  systems 

» Adding  new  patient  care  systems 

• Adapting  systems  to  changing  reimbursement  and 
documentation  requirements 

• Achieving  mainframe  power  with  networked 
workstations  and  PCs 

• Providing  intra-  and  interinstitution  networking 

• Implementing  electronic  transfer  of  images  and 
medical  records 

• Using  EDI  for  electronic  billing  and  other  information 
interchange  functions 

• Using  RDBMSs  for  executive  information  systems 
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Health  Care  Sector 
Vendors  by  Delivery  Mode 


Company 

1990  Segment 
Revenue  ($  M) 

American  Express  HSG 

60 

IBAX  Healthcare  Systems* 

100 

CyCare  Systems 

86 

HBO  & Company 

200 

Shared  Medical  Systems 

350 

*Note:  Formerly  Baxter  and  Spectrum  Healthcare 
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Health  Care  Sector 
Vendors  Profiled 

• CyCare  Systems 

• HBO  & Company 

• IBAX  Healthcare  Systems 

• National  Electronic  Information  Corp. 

• Shared  Medical  Systems 
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Vendor  Profile  #1 


CyCare  Systems,  Inc. 

7001  North  Scottsdale  Road 
Scottsdale,  AZ  85253  (602)  596-4300 

Company  Background 

• 1991  revenues  of  $75.4  M 

• 5%  decrease  from  1990  revenue 

• Processing  services,  turnkey  systems, 
systems  operations  and  professional  services 

• Applications  include:  claims  processing  and  patient 
information,  billing,  scheduling 

Strategy 

• Concentration  on  product  line  delivered  to 
physician-related  entities 

• Use  EDI  services  to  serve  customers 

• Provide  complete  solution  to  claims  processing 
Key  Issues 

• Consolidation  of  business  units  to  support  new 
strategy 

• Committed  to  use  of  advanced  technology 
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Vendor  Profile  #2 


HBO  & Company 

301  Perimeter  Center  North 

Atlanta,  GA  30346  (404)  393-6000 

Company  Background 

• HBO  had  $201  million  in  revenues  in  1991 

• Provides  minicomputer-based  turnkey  systems  and 
maintenance  services,  professional  services, 
systems  operations,  and  customer  services  for  the 
medical  industry 

Strategy 

• Change  focus  from  primarily  turnkey  systems  to 
increased  involvement  in  EDI,  outsourcing  and 
network  services 

• Restructuring/re-engineering  firm,  resulting  in  a 
staff  reduction  of  8%  in  1991 

Key  Issues 

• Declines  in  hardware  and  software  revenue  were 
partially  offset  by  higher  revenues  from  systems 
operations 

• Emphasis  in  growth  of  professional  services 
business 

• Building  network  capabilities  with  new  network 
application,  Questnet 
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Vendor  Profile  #3 


IBAX  Healthcare  Systems 

(Formerly  Spectrum  Healthcare  Solutions) 

587  E.  San  Lando  Springs  Drive 

longwood,  FL  32750  (407)  831-8444 

Company  Background 

• Designs,  develops  and  markets  information 
management  solutions  for  hospitals  and  physician 
practice  management 

• Originally  formed  in  1990  as  a partnership  of  IBM 
and  Baxter  International  subsidiaries 

Strategy 

• Key  new  technology  IBAX  is  targeting  is  bedside 
patient  care  technology 

• Leverage  IBM  and  Baxter’s  20  years  of  experience 
in  the  medical  information  systems  market 

Key  Issues 

• Offers  vendor  stability 

• Company  restructuring  June  1991 
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Vendor  Profile  #4 


National  Electronic  Information  Corp.  (NEIC) 
6312  Variel  Avenue,  Suite  219 
Woodland  Hills,  CA  91367  (818)347-6342 


Company  Background 

• Largest  claims  clearinghouse  in  the  U.S. 

• Processes  all  electronic  claims  for  about  30  large 
commercial  insurers  that  underwrite  its  costs 

• Consortium 

• NEIC  processed  claims  for  approximately  20%  of 
U.S.  community  hospitals  in  1991 

Strategy 

• Hospitals,  physicians’  offices,  and  other  regional 
claims-processing  clearinghouses  send  their  claims 
to  NEIC  for  processing 

• NEIC  offers  hospital  PC  software  to  edit  claims 
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Vendor  Profile  #5 

Shared  Medical  Systems 

51  Valley  Stream  Parkway 

Malvern,  PA  19355  (215)  296-6300 

Company  Background 

• Leader  in  medical  information  services 

• Delivers  processing  services,  software,  and  turnkey 
systems 

• SMS  systems  serve  clinical  and  financial  functions 

Strategy 

• Positioning  itself  to  lead  in  three  key  technologies 
for  the  1990s:  LAN  communications,  image 
processing  technology,  RDBMS  technology 

Key  Issues 

• Realizing  technology  development  investments  made 
in  the  late  1980s 

• Focused  on  selling  more  effectively  to  hospitals 

• Adding  applications  for  physicians’  groups  and  clinics 
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Health  Care  Sector-Vendor  Issues 

• Emphasize  cost-accounting  and  the  potential  for 
tight  controls  and  ease  of  reporting  for  all  financial 
systems 

• Integrate  financial,  administrative,  and  clinical 
product  lines 

• Architect  and  design  systems  so  that  single  entries 
to  records  directly  update  billing  accounts  and 
required  documentation  files 

• Where  appropriate,  incorporate  reimbursement 
flexibility  and  EDI  for  electronic  claims  processing  in 
applications  software 

• Incorporate  RDBMSs  and  executive  information 
systems  oriented  toward  profitability  analysis 
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Health  Care  Sector — Vendor  Issues 


• Define  strategies  to  win  acceptance  by  skeptical 
medical  professionals.  If  the  physicians  are  sold, 
physicians  will  sell  the  institution. 

• Incorporate  image-processing  and  medical  records 
support 

• Broaden  networking  and  integration  flexibility,  both 
within  the  product  line  and  to  other  vendors’ 
products.  Consider  UNIX. 

• Consider  re-architecting  using  mainframe  and 
minicomputer  platforms — away  from  processing 
services,  and  toward  networked  PCs  and 
workstations 

• Help  users  build  and  win  acceptance  for  their  IS 
needs  by  using  cost/benefit  analyses 


V 
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The  Utilities 
Industry 


Industry  Definition 
Utilities  Industry  Segmentation 


Industry 

Segment 

Utilities 

SIC  49  (491-497) 

Telephone  and  cable 

SIC  48 

television  services 
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Industry  Definition:  Utilities  Industry 
Number  of  Utilities  in  U.S.  by  Type,  1991 


Type  of  Utility 

Number  of 
Utilities 

Electric* 

- investor-owned 

- Cooperatives 

- Municipalities 

- Federal 

- Other  Government  (state,  county, 
power  districts,  irrigation  districts 

203 

934 

1,810 

37 

162 

Total  - Electric  utilities 

3,151 

Gas** 

- Transmission  (investor-owned  pipeline) 

- Distribution  (investor-owned  utilities) 

- Combinations  (both  pipeline  and 
distribution) 

- Municipalities 

193 

317 

109 

757 

Total  - Gas  utilities 

1,400 

Water*** 

- Public/municipalities 

24,200 

- Private  ownership 

24,500 

Total  - Water  utilities 

48,700 

Sewage  and  waste  disposal**** 

- Sewage  services 

5,100 

- Combined  services 

500 

Total  - Sewage  and  waste  disposal  utilities 

5,600 

Grand  Total 

58,827 

* Source: 
**  Source: 
***  Source: 
****  Source: 


Electrical  World  Directory  - 1991 
Brown’s  Directory  (U.S.  and  Canada) 
American  Water  Works  Association 
Sales  and  Marketing  Management  Magazine 
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Industry  Definition 
Utilities  Industry 
Number  of  Employees  by 
Type  of  Utility,  1991 


Utility 

Total  Employees 

Electric 

Investor-owned 

514,000 

Other 

160,000 

Gas 

203,300 

Water 

97,000 

Sanitary  Services 

100,000 

Total 

1 ,074,300 
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Market  Forecast — Utilities  Industry 
Information  Services  Market 

1991-1996 
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Market  Forecast — Utilities  Sector 
Information  Services  Market  by 
Delivery  Mode,  1991-1996 
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Market  Forecast— Utilities  Sector 
Information  Services  Market  Growth 
by  Application  Category 
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Business  Issues 
Utilities  Industry 

« Planning  for  supply/demand 

• Cost  containment 

• Increased  competition  from  independent  power 
producers 

• Climate  of  deregulation 

• Excess  cash  generated  diversification,  few  efforts 
prospered 

• Environmental  activity  increasing 

• Natural  gas  advantages  suggest  it  will  be  the 
preferred  fuel  for  the  1 990s 


V 
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Utilities  Industry 
Industry  Trends 


• Regulation 

- Federal  deregulation 

- State  reregulation 

• Competition 

- Marketing 

- Open  access 

• Costs 

- Plant  operations 

- Asset  management 
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Utilities  Industry 
Technology  Issues 

• Data  integrity 

• IS  as  an  investment  versus  an  expense 

• Corporate  systems 

• Aging  application  portfolio 
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Business  Opportunities  in 
the  Utilities  Industry 


• Cost-consciousness  has  led  to  a rapid  acceleration 
in  the  use  of  outside  services 

• Applications  software  products/systems  integration 
opportunities 

• Opportunities  in  operations 

• Package  opportunity  in  engineering 

• Greatest  potential  in  network  services  is  in  the 
area  of  EDI 
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Utilities  Sector  Vendors  by 
Application  Focus 


Commercial 

Engineering 

Operations 

A & C Enercom 

ACG 

ABB 

Andersen 

ADl-Pipe 

ATS 

AS! 

EPC 

ECC 

CSS  A 

ESRI 

EMPROS 

Daffron 

Geovision 

ESCA 

EDS 

GSC 

ILEX 

Hansen 

Intergraph 

Impell 

IBM 

Miisoft 

INDUS 

Mentor 

PTI 

MDI 

Orcom 

Scott  & Scott 

NUS 

Price  Waterhouse 

Stoner 

SAIC 

Qualtec 

Stone  & Webster 

SEI 

Saratoga  Systems 

Synercom 

STAGG 

Silverio 

UGC 

Tenera 

TTI 

Westinghouse 

URI 
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Utilities  Industry 
Vendors  Profiled 

• A & E Enercom 

• Andersen  Consulting 

• Electronic  Data  Systems 

• IBM 

• Intergraph 
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Vendor  Profile  #1 


A&C  Enercom 

5030  East  Sunrise  Drive 

Phoenix,  AZ  85044  (602)  893-3310 

Company  Background 

• A&C  Enercom,  a subsidiary  of  Cape  & Companies, 
represents  a unique  force  supporting  utility  efforts 
in  demand-side  management. 

• A&C  Enercom  provides  services  that  will  support  a 
utility's  marketing  or  conservation  programs — from 
market  research  to  implementing  marketing 
programs. 

Strategy 

• The  software  portfolio  includes  energy  analysis 
software  for  residential  and  commercial  facilities, 
and  turnkey  project  management  systems. 

• The  company  is  exceptionally  flexible  in  providing 
systems  integration,  turnkey  or  professional 
services  solutions  within  its  niche. 

Key  Issues 

• A&C  Enercom  can  be  expected  to  become  more 
active  in  forming  alliances  to  leverage  its  solution 
base. 
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Vendor 


ile  #2 


Andersen  Consulting 
2 North  Central 

Phoenix,  AZ  85004(602)251-2627 


Company  Background 

• Utilities  are  one  of  the  seven  vertical  markets 
addressed  by  Andersen  Consulting,  the  largest 
integrator  of  utility  information  systems. 

• Approximately  1 0%  of  Andersen’s  1 8,000 
worldwide  professional  employees  are  involved 
with  utility  systems  at  any  time. 

Strategy 

• Andersen  Consulting  competes  across  the  entire 
utility  application  spectrum  in  all  delivery  modes, 
but  with  particular  emphasis  on  systems  integration 
for  customer  systems,  financial  systems, 
maintenance,  and  facilities  management  systems. 

• About  half  of  Andersen’s  systems  integration 
business  is  fixed-price. 

• A key  strategy  for  Andersen  Consulting  focuses  on 
the  selection  and  training  of  quality  professionals. 
Their  skills,  which  are  geographically  dispersed,  are 
leveraged  by  centrally  located  pockets  of  expertise. 

INPUT- 
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Vendor  Profile  #2  (Cont.) 


Key  Issues 

• Recently,  Andersen  Consulting  has  moved  utility 
programming  assignments  off-shore  to  the 
Philippines. 

• Given  its  preeminence  in  the  international  utilities 
marketplace,  Andersen  Consulting  can  be  viewed  as 
a formidable  competitor  in  all  aspects  of  information 
systems  services  for  utilities. 


V 
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Vendor  Profile  #3 

Electronic  Data  Systems  (EDS) 

7171  Forest  Lane 

Dallas,  TX  75230(214)490-2963 

1991  Revenues:  $3.2B  (non-captive) 


Company  Background 

• EDS  provides  a wide  variety  of  services  involving 
the  selection,  application,  and  support  of 
information  systems  technologies. 

• EDS’s  utilities  focus  is  part  of  its  Energy  Strategic 
Business  Unit  (SBU). 

Strategy 

• EDS  plans  to  be  a leading  provider  of  information 
technology  services  to  utilities  by  1995. 

• The  broad  strategy  is  to  offer  a range  of  services 
that  depend  on  the  needs  of  the  specific  utility,  but 
are  not  limited  to  traditional  facilities  management. 

• Services  are  enhanced  that  recognize  the  growing 
cost  containment  interest  in  utilities. 
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Vendor  Profile  #3  (Cont.) 


Key  Issues 

* The  Energy  SBU  expects  to  grow  at  more  than 
20%  compounded  annually. 

• In  1991 , EDS  acquired  rights  to  a materials 
management  package  developed  by  GPU,  as  well 
as  to  a considerable  amount  of  applications 
software  developed  by  BC  Hydro  and  its  software 
subsidiary,  Westech. 
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Vendor  Profile  #4 


Intergraph  Corporation 

One  Madison  Industrial  Park 

Huntsville,  AL  35807  (205)  730-2000 

Company  Background 

• Intergraph  is  one  of  the  longest-lived  serious  utility 
AM/FM  vendors,  dating  back  to  the  mid-1970s. 

• The  company  has  made  a transition  from  a DEC 
VAX-based  platform  to  a distributed  solution  based 
on  its  own  workstations  and  various  servers. 

• Intergraph  provides  support  through  a variety  of 
services  that  include  training,  maintenance  and 
consulting. 

Strategy 

• Intergraph  can  be  expected  to  exploit  its  market 
share  advantage  in  the  AM/FM  industry  by 
integrating  the  graphic  and  data  base  sides  of 
AM/FM. 

• Intergraph  will  focus  on  growing  its  alliances  in 
related  applications. 

Key  Issues 

• In  an  effort  to  expand  the  AM/FM  market,  Intergraph 
instituted  the  Intergraph  Registered  Consultant 
(IRC)  program. 
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Vendor  Profile  #5 


IBM  Corporation 

44  South  Broadway 

White  Plains,  NY  10601  (914)288-3085 

Company  Background 

• In  addition  to  being  the  leading  hardware  provider 
to  the  utilities  sector,  IBM  has  taken  a more  active 
role  in  the  services  aspect  of  this  market  in  recent 
years. 

• IBM  competes  in  all  delivery  modes,  but  with 
particular  emphasis  on  systems  integration  and 
professional  services. 

Strategy 

• IBM's  primary  focus  is  on  service  offerings  for 
utilities. 

• IBM  announced  UCDS  (Utility  Customer  Design 
Service),  an  amalgam  of  professional  services  and 
a base  customer  system  design  that  originated  at 
Southern  California  Edison. 

• CASE  technology  also  represents  a major  element 
of  IBM's  services  strategy. 
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Vendor  Profile  #5  (Cont.) 

Key  Issues 

• In  1991,  IBM  formed  a subsidiary,  Integrated 
Systems  Solutions  Corp.,  aimed  at  providing  data 
center  and  systems  integration  outsourcing  as  well 
as  related  services. 


IBM’s  revenue  growth  in  utility  services  has  been 
faster  than  that  of  the  overall  industry  in  1 989-1991 
That  growth  is  expected  to  continue. 

IBM  will  challenge  Andersen  Consulting  for  the 
leading-vendor  position  by  1996. 
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Vendor  Issues 
Utilities  Sector 


• Market  is  composed  of  a variety  of  niche  markets  in 
which  no  vendor  is  truly  dominant 

• No  leader  as  yet  because  no  vendor  has  made  the 
across-the-board  investment  necessary 

• Most  aggressive  players  have  been  “Big  6” 
accounting  firms 

• For  industry  as  a whole,  Andersen  Consulting  is  the 
leader 

• Of  hardware  vendors,  IBM  and  DEC  have  dominant 
market  share,  attempting  to  leverage  market  share 
to  become  aggressive  in  addressing  the  services 
opportunity 

• Many  utilities  have  tried  to  market  their  own 
software  to  other  utilities 
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Vendor  Issues 
Utilities  Industry 

• Funding  patience 

• Integrated  solutions 

• Platform  support 

• Balanced  marketing 
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Industry  Definition 
The  Telecommunications  Industry 

Telecommunications  Industry  Segments 


Regional  Bell  Operating 
Co.  (RBOCs) 

Interexchange  (IXC) 
Large  independents 

Small  independents 
Local  exchange  carriers 
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Common  Carriers 


Broadcast  Services 


General  Media 

Cable  TV 

• Producers 

• Distributors 

Radio 
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Industry  Definition 
The  Telecommunications  Industry 
Common  Carrier  Revenue  Share 
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Industry  Definition 
The  Telecommunications  Industry 


Information  Systems  Budget  Distribution 


1991 
Percent 
of  IS 
Budget 

1991-1992 
Percent  of 
Expected 
Budget  Growth 

Personnel  (Salary  & 

33 

4 

Fringes) 

Hardware 

28 

12 

Purchased  Services 

39 

16 

YWSPR/TC-  4 


INPUT 


Market  Forecast 
Telecommunications  Sector 
Information  Services  Market, 

1992-1997 
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Market  Forecast 
Telecommunications  Sector 
Information  Services  Market  by 
Delivery  Mode,  1992-1997 
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Business  Issues 
Telecommunications  Industry 

• Changing  regulatory  environment 

• Local  competition 

• Foreign  competition 

• Service  pricing 

• Customer  service 
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Telecommunications  Industry  Trends 

Cable  TV  Industry 

• Regulation  likely 

• Competition  likely 

• Market  saturation/consolidation 

• Untapped  market  potential 

• Infrastructure  investment 
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Telecommunications  Industry  Trends 
Common  Carrier  Segment 


• Changing  regulatory  environment 

• Globalization  of  industries 

• Downsizing/consolidations 

• Basic  service  diversification 

• Emerging  competition 
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Telecommunications  Industry  Trends 

Technology  Issues 


• Broadband  transmission 

• Advanced  Intelligent  Network 

• ISDN  services 

• Multimedia  services 

• Mobile  communications 

• Network  management 
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Technology  Issues 
Cable  Television 


• Developing  new  services 

• Outsourced  alternatives 

• Rapid  growth 


r 


Technology  Issues 
Common  Carriers 

• Developing  new  services 

• Allowable  activities 
» Decentralization 

• New  technologies 

• Staff  reductions 
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Technology  Issues 
Broadcast  Services 

• Reduced  operating  margins 

• Staff  reductions 

• Aging  systems 
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Business  Opportunities 
Telecommunications  Industry 


• BOCs  need  to  fix  or  redo  their  billing  and  customer 
service  systems. 

• Many  of  the  RBOCs  need  to  incorporate  EDI 
interfaces. 

• In  addition  to  the  new  switching  system 
requirements,  carriers  and  CATV  companies  will 
need  systems  to  support  electronic  publishing, 
electronic  directory  assistance,  enhanced  voice 
mail/messaging 

• There  is  need  for  service  order  and  billing  programs 
to  support  interactive  CATV  and  PCS  services. 

• Processing  services  for  billing 

• Network  management  and  outsourcing 

• Facility  management 
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Leading  Information  Service  Providers 
Telecommunications  Sector,  1991 


Company 

Delivery  Mode 

American  Express/CSG 

Proc.  Svcs. 

American  Management  Systems 

Software,  Prof.  Svcs. 

CableData 

Proc.  Svcs.,  Turnkey 
Sys. 

Cincinnati  Bell 

Proc.  Svcs.,  Sys.  Int. 

Electronic  Data  Systems 

Sys.  Ops.,  Sys.  Int. 
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Telecommunications  Industry 
Vendors  Profiled 


• American  Management  Systems 

• CableData 

• Cincinnati  Bell  Information  Systems 

• Electronic  Data  Systems 

• First  Data  Resources  (AMEX) 
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Vendor  Profile  #1 


American  Management  Systems,  Inc.  (AMS) 

1777  North  Kent  Street 

Arlington,  VA  22209  (703)  841-6000 


Company  Background 

• American  Management  Systems  (AMS)  provides 
professional  services,  applications  software  and 
processing  and  micrographic  services  to  a variety 
of  industries. 

• The  federal  government  remains  its  largest 
market,  but  the  company  has  been  working  to 
achieve  a greater  federal/commercial  market 
balance  over  the  past  couple  of  years. 

• The  federal  government  still  accounts  for  an 
estimated  21%  of  the  company’s  revenues. 

• Telecommunications  industry  revenues  are 
estimated  to  have  been  approximately  12%  of  the 
company’s  revenues  in  1991. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• The  company’s  revenues  are  derived  primarily 
from  professional  services. 

• A key  service  has  been  the  development  of 
customer  billing,  message  processing,  service 
order  management  and  carrier  access  billing. 

• The  services  are  provided  to  local  companies, 
interexchange  carriers,  international  carriers, 
electronic  mail  providers,  and  cellular  telephone 
companies. 

Key  Issues 

• With  IBM’s  10%  investment  in  AMS  and  AMS’s 
continued  focus  on  the  telecommunications  and 
financial  services  sectors,  the  company  is 
expected  to  continue  to  grow  significantly  over  the 
next  several  years. 
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Vendor  Profile  #2 


CableData 

1 1 020  Sun  Center  Drive 

Rancho  Cordova,  CA  95670  (916)  636-5800 


Company  Background 

• CableData  was  founded  in  1965  to  provide  data 
processing  and  billing  services  to  cable  television 
companies  in  the  Sacramento,  California  area. 

• CableData  has  become  the  leading  provider  of 
subscriber  management  information  and  billing 
services  to  the  cable  industry. 

• CableData  is  actually  the  operating  name  used  by 
U.S.  Computer  Services,  the  parent  company  of 
CableData.  U.S.  Computer  Services  is  a private 
company  that  includes  a number  of  operating 
entities.  Its  two  primary  subsidiaries  are 
CableData  and  International  Billing  Services. 

• In  addition  to  these  services,  CableLease 
provides  lease  financing  for  turnkey  systems. 
CableData  International  provides  services  in 
Canada  and  other  international  locations. 
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Vendor  Profile  #2  (Cont.) 


Strategy 

• CableData  provides  a complete  system  for 
managing  a cable  operator’s  account 
management  and  billing  requirements. 

• Systems  can  be  operated  as  standalone  systems 
or  through  service  facilities  in  several  locations 
around  the  country. 

• In  the  early  1980s,  the  cable  industry  grew  at 
rates  that  exceeded  25%-30%  per  year.  Recent 
growth  has  been  in  the  range  of  6%-8%  per  year. 
Re-evaluation  of  this  industry  data  suggests  that  a 
saturation  point  is  not  approaching  and  there  is  a 
strong  possibility  of  increased  sales  due  to 
expansion  in  existing  and  new  markets. 

• CableData  has  recently  reorganized  and  is 
expanding  into  new  markets  including  telephone 
and  cellular  information  billing  services  in  Europe. 

Key  Issues 

• To  become  more  competitive  in  this  market, 
CableData  switched  from  Tandem  to  IBM 
computer  platforms  and  developed  a new  UNIX 
operating  system. 

• It  has  supplanted  its  hardware  maintenance  staff 
with  an  outsourcing  alternative. 

• However,  as  a result  of  a major  stock  buyout,  the 
major  shareholders  are  now  the  venture  capital 
firms  Weststar  Capital  and  Enterprise  Partners. 
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Cincinnati  Bell  Information  Systems 
600  Vine  Street,  PO  Box  1638 
Cincinnati,  OH  45201  (513)  784-5900 


Company  Background 

• Cincinnati  Bell  Information  Systems  (CBIS)  was 
formed  as  an  independent,  unregulated  subsidiary 
of  Cincinnati  Bell  in  1983,  as  a result  of 
deregulation. 

• CBIS  provides  software  products,  and 
professional  and  processing  services  to  telephone 
companies,  large  corporations,  and  the 
government. 

• CBIS  continues  to  provide  products  and  services 
to  foreign  PTTs. 

• Key  software  products  are  related  to  customer 
billing,  order  entry,  message  processing,  cable 
records,  customer  service,  construction 
management,  and  cellular  account  management. 
Efforts  are  under  way  to  render  bills  to  customers 
through  EDI.  Products  and  services  for  the 
telecommunications  sector  are  provided  through 
CBIS’s  Telecommunications  Information  Systems 
business  unit. 
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Vendor  Profile  #3  (Cont.) 


Strategy 

• CBIS  considers  the  telecommunications  industry 
(both  domestic  and  international)  to  be  a strong 
niche  for  the  company.  CBIS  is  placing  increased 
emphasis  on  diversifying  into 
non-telecommunications  industry-related 
activities. 

Key  Issues 

• CBIS’s  focus  on  diversification  is  underscored  by 
decisions  to  outsource  some  processing  service 
activities  previously  done  in-house. 

• CBIS’s  focus  on  new  industries  has,  until  recently, 
included  billing  processing  services  for  the  cable 
industry.  However,  CBIS  has  recently  outsourced 
processing  activities  to  CableData,  a major 
processing  services  company  serving  this 
industry. 

• CBIS  continues  to  provide  processing  services  to 
cellular  telephone  companies. 
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Vendor  Profile  #4 


Electronic  Data  Systems 

7171  Forest  Lane 

Dallas,  TX  75230  (214)604-6000 


Company  Background 

• Founded  in  1962,  Electronic  Data  Systems  (EDS) 
is  a leading  information  and  communications 
services  company,  providing  information 
processing,  consulting,  systems  management, 
systems  integration,  and  communications 
services  to  a wide  range  of  industries. 

• EDS  currently  has  more  than  60,000  employees 
and  more  than  7,000  clients  in  50  states  and  27 
countries. 

• Telecommunications  sector  revenues  represent  a 
small  portion  of  EDS’s  revenues.  Although  EDS 
has  recently  paid  greater  attention  to  identifying 
opportunities  in  the  telecommunications  sector, 
on  y an  estimated  3%  of  its  revenues  are  from 
telecommunications. 
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Vendor  Profile  #4  (Cont.) 

Strategy 

• EDS’  business  strategy  shows  foresight  in  its 
anticipation  of  changes  in  the  systems  operations 
market. 

• EDS  has  expanded  its  penetration  of  current 
markets  and  is  entering  new  markets. 

• EDS’s  selection  criteria  for  new  markets  include 
the  size  of  companies  in  the  sector,  changes 
taking  place  in  the  sector,  and  how  the  changes 
will  influence  the  receptivity  of  prospects  to 
systems  operations. 

• The  telecommunications  industry  may  offer  EDS 
significant  opportunity,  at  least  in  the  longer  term. 

• In  the  short  term,  there  are  opportunities  to  assist 
with  billing  services  to  common  carriers. 

• In  the  longer  term,  EDS  is  in  a key  position  to 
become  a major  provider  of  network-based 
services  to  both  business  and  consumers. 

Key  Issues 

• EDS’s  strength  in  providing  network  services 
results  in  EDS  being  perceived  as  a threat  to 
many  common  carriers,  particularly  as  the 
industry  evolves  to  a broader  base  of  integrated 
network  services. 

• However,  as  a non-common  carrier,  EDS  can  add 
significant  strength  to  LECs  and  independent 
carriers  as  an  ally. 
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Vendor  Profile  #5 


First  Data  Resources  (American  Express) 

7302  Pacific  Street 

Omaha,  NE  68114  (402)  399-7000 


Company  Background 

• First  Data’s  experience  in  processing  services 
dates  back  to  the  early  1960s  when  the  number  of 
American  Express  Card  customers  began  to 
grow,  and  it  was  a division  of  American  Express. 

• Since  then,  First  Data  has  branched  out  into  other 
areas.  It  provides  utility  payment  (credit  card) 
processing  services,  medical  claims  processing, 
and  processing  services  to  the  cable  industry. 

• AMEX  considers  the  cellular  industry  one  that 
offers  promising  future  growth. 
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Vendor  Profile  #5  (Cont.) 


Strategy 

• In  contrast  to  organizations  such  as  EDS,  First 
Data’s  strategy  has  not  traditionally  been  to 
provide  contract  (systems  operations)  services. 

• Its  strategy  has  been  to  acquire  companies  in 
which  there  is  significant  financial  benefit  in 
managing  the  flow  of  funds. 

• Targeting  an  industry  such  as  cellular  suggests 
that  First  Data’s  approach  is  not  going  to  change. 

Key  Issues 

• The  telecommunications  industry  is  highly  capital 
intensive  and  has  extensive  cash  management 
requirements. 

• Managing  the  flow  of  funds  and  having  ready 
access  to  an  exceptionally  large  customer  base 
could  fit  well  with  First  Data’s  strategy. 

• Either  directly  or  through  alliances,  First  Data 
could  prove  to  be  a strong  competitor  in  the 
provision  of  transaction  services  to  both  common 
carriers  and  the  cable  industry. 
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Vendor  Issues 

Telecommunications  Industry 


• The  industry  continues  to  be  dominated  by 
well-established  vendors  and  for  the  short  term, 
leading  vendor  dominance  is  not  expected  to 
change. 

• Carriers  are  establishing  business  units  to  evaluate, 
select,  and  negotiate  with  the  most  likely 
service-providing  candidates. 

• The  leading  vendors  are  providers  of  processing 
services  and  systems  operations. 

• Professional  services  are  provided  primarily  to 
common  carriers.  Processing  services  are  provided 
primarily  to  the  broadcast  (cable  industry)  segment 
of  the  sector. 
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Vendor  Issues 

Telecommunications  Industry 


« The  largest  vendors  to  the  industry  account  for  only 
an  estimated  1 0%-1 2%  of  the  sector’s  spending. 
The  majority  of  the  spending  is  with  numerous 
smaller  local  and  niche  vendors. 

• A key  characteristic  of  the  telecommunications 
sector  is  that  there  are  numerous  providers  of  a 
wide  range  of  information  services. 

• Local  access  carriers  (BOCs),  bypass  carriers,  and 
cable  TV  companies  are  entering  a new  period  of 
internal  development  and  competition. 

• The  cable  industry  is  entering  into  network-based 
services.  Cable  companies  are  now  significantly 
involved  in  testing  PCSs  (personal  communications 
services). 
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Industry 


Industry  Definition 
Major  Insurance  Sector  Segments 


Segment 

SIC  Codes 

Property  and  Casualty 

635 

(P&C)  Companies 

636 

Life  and  Health  (L&H) 

631 

Companies 

632 

Independent  Agents 

641 

and  Brokers 

YWSPR/I-  2 
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Industry  Definition 
Insurance  Company  Concentration 


Percent  of  Premium 

Company 

Life  & 

Property  & 

Ranking 

Health 

Casualty 

Top  20 

53 

55 

21-100 

44 

31 

Others 

3 

14 

Total 

100 

100 

Sources:  U.S.  Statistical  Abstract,  1991  Fortune,  1991 
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Industry  Definition 
Insurance  Segment  Employment 


Segment 

Approximate 
Number  of 
Employees 

Property  and  Casualty 

500,000 

(P&C)  Companies 

Life  and  Health  (L&H) 

700,000 

Companies 

Independent  Agents 

700,000 

and  Brokers 

Source:  LJ.S . Statistical  Abstract,  1991 
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Market  Forecast — Insurance  Sector 
Information  Services  Market,  1992-1997 
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Market  Forecast — Insurance  Sector 
Information  Services  Market  by 
Delivery  Mode,  1992-1997 
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User  Expenditures 
($  Millions) 


Market  Forecast — Insurance  Sector 
Individual  Segment  Markets,  1991-1997 


d Life  and  Health 
•o*  Property  and  Casualty 
•••  Agents 
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Insurance  Industry 
Business  Issues 


• The  continuing  effects  of  a slow  economy 

• Global  market  opportunities 

• Junk  bonds — a surprising  asset? 

• Decline  in  commercial  real  estate  values 

• The  effect  of  ratings  downgrades  on  securities 

• High  levels  of  employment — for  how  long? 

• Declining  sales 

• Federal  regulation 

• Rising  health  care  costs 

• Competition  from  banks  and  other  financial 
institutions 
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Industry  Trends 
Insurance  Sector 


• Evolving  life  insurance  products 

• Customer  service 

• Budget  restraints 

• Foreign  sales 

• Rate  setting 

• Tax  reform 

• National  health  insurance 
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Technology  Issues 
Insurance  Sector 

• Batch  versus  dedicated  systems 

• Unattended  production 

• Productivity  improvements 

• Networking 

• On-line  agencies 
» Data  bases 
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Technology  Issues 
Insurance  Sector 

• Agent/broker  systems 

• Isolated  data  bases  and  applications 

• Mainframes  and  networked  PCs 

• Expert  systems 

• CASE  tools 

• Imaging 

• EDI 
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Business  Opportunities 
Insurance  Sector 

• Aging  of  the  installed  mainframe  base 

• Better  use  of  agent/broker  systems 

• Isolated  applications  and  data  bases 

• Integration  of  networked  PCs 

• Expanded  use  of  expert  systems 

• Application  of  CASE  technology  to  software 
development 

• Imaging 

• Expanding  EDI  activities 
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Leading  insurance  Vendors 
Major  Offerings  by  Delivery  Mode 


Company 

Turnkey/ 

Software 

Products 

Processing 

Professional 

Services/S! 

Systems 

Operations 

Network 

Services 

EDS 

X 

X 

RMS 

X 

X 

X 

X 

X 

Equifax 

X 

Andersen  Consulting 

X 

Continuum 

X 

X 

X 

ADR 

X 

ISI 

X 

X 

Dateq 

X 

Warner 

X 

X 

IBM 

X 

X 

Cybertek 

X 

X 

Source:  INPUT  analysis 
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Leading  Vendors 
Major  Segment  Focus 


Company 

Life 

Health 

Property/ 

Casualty 

Agents 

EDS 

X 

X 

X 

PMS 

X 

X 

X 

Equifax 

X 

X 

X 

Andersen  Consulting 

X 

X 

X 

Continuum 

X 

X 

X 

ADP 

X 

ISI 

X 

X 

Dateq 

X 

Warner  Insurance  Services 

X 

IBM 

X 

X 

Cybertek 

X 

X 

Source:  INPUT  analysis 
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Insurance  Sector 
Vendors  Profiled 

• Continuum 

• Electronic  Data  Systems  (EDS) 

• Equifax 

• Policy  Management  Systems  (PMS) 


YWSPR/I-  15 


INPUT 


Vendor  Profile  #1 


Continuum  Company,  Inc., 

9500  Arboretum  Boulevard, 

Austin,  TX  78759-6399  (512)345-5700 

Company  Background 

• The  Continuum  Company  provides  applications 
software  products,  processing  services,  and 
professional  services  to  the  insurance  industry. 

• The  company’s  principal  product,  the 

CLI ENT/CONTRACT  ADMINISTRATION™  (CCA) 
system,  supports  the  administration  and  marketing 
of  individual  life,  health,  and  annuity  insurance 
policies. 

• INPUT  estimates  over  85%  of  Continuum’s  fiscal 
1991  revenue  was  derived  from  its  various 
professional  services,  6%  was  derived  from 
software  licenses,  and  9%  from  processing 
services. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• The  acquisition  of  Computations  Holdings  of 
Australia  extended  Continuum’s  market  to  include 
property  and  casualty  insurance  companies.  It  also 
provided  Continuum  with  new  offices  in  Australia, 
Denmark,  and  Norway,  and  substantially  increased 
its  presence  in  Europe. 

• In  April  1991,  Continuum  announced  Enterprise 
Solutions  by  Continuum  (ES/C).  The  ES/C  strategy 
includes  developing  standardized  interfaces  to  the 
various  modules  of  CCA  and  Continuum’s  other 
products  to  permit  the  integration  of  Continuum 
products  with  each  other  and  in-house  and 
third-party  systems. 

Key  Issues 

• Services  revenues  are  a high-growth  area  for 
Continuum,  increasing  39%  between  1990  and 


1991. 
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Vendor  Profile  #2 


Electronic  Data  Systems  (EDS) 

7171  Forest  Lane 

Dallas,  TX  75230  (214)  604-6000 


Company  Background 

• The  EDS  division  of  General  Motors  is  universally 
recognized  as  the  leading  force  in  insurance 
industry  processing  services  and  systems 
operations. 

• Among  the  Blues,  for  example,  EDS  is  the 
processing  service  vendor  or  on-site  computer 
systems  operator  for  many  of  these  state-based 
nonprofit  health  insurers. 

• EDS  contracts  with  17  states  to  process  Medicaid 
claims  under  the  specific  terms  defined  by  each 
state,  representing  about  two-thirds  of  total 
Medicaid  claims  volume. 
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Vendor  Profile  #2  (Cont.) 


Strategy 

• EDS’s  products  and  services  include  "technology 
management,"  processing  services,  and  software 
products. 

• Technology  management  by  EDS  incorporates 
professional  services  consulting  to  determine  a 
firm’s  needs,  systems  integration  services  to  install 
the  required  software  and  systems,  and  systems 
operations  or  processing  services  as  required. 

• Remotely  accessed  processing  services  are  the 
mainstay  of  the  EDS  insurance  industry  business, 
especially  in  the  claims  processing  areas  outlined 
earlier. 

Key  Issues 

• EDS  participates  in  the  emerging  technology  of 
expert  systems,  based  on  a company  acquisition 
and  on  leveraging  of  work  done  for  its  parent, 

General  Motors. 

• Current  capabilities  in  personal  P&C  underwriting 

will  be  extended  into  administrative  and  rating  systems. 

• The  firm  also  provides  image  processing  systems 
for  health  applications. 

• EDS’s  competitive  advantages  derive  in  part  from 
size — data  centers  around  the  U.S.  and  a presence 
in  over  two  dozen  countries — and  longevity. 

• Many  observers  regard  EDS  as  the  most 
successful  pioneer  of  remote  processing  services 
and  systems  integration,  and  the  skill  set  it  can  call 
on  at  all  levels  is  one  of  the  best  in  the  industry. 
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Equifax 

1600  Peachtree  Street,  N.W. 
Atlanta,  GA  30309  (404)  885-8000 


Company  Background 

• Equifax  provides  the  insurance  industry  primarily 
with  network-based  information  services,  plus  some 
professional  services  that  include  investigation  and 
reporting  for  insurance-related  functions. 

• Equifax’s  primary  electronic  services  for  insurers 
are  its  underwriting  and  claims  information  services. 

• Non-electronic  services  to  insurers  include  loss 
control  inspections  and  health  screening,  such  as 
medical  testing  and  reporting. 
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Strategy 

• Equifax  uses  RDBMS  technology  as  the  basis  for 
the  pooled  exchange  of  information. 

• Though  not  alone  in  providing  networked 
information  services  to  insurers,  Equifax  has  a 
dominant  position  in  this  arena. 

• Equifax’s  competitive  position  is  due  to  the  fact  that 
it  has  grown  up  with  the  insurance  industry  since  its 
first  L&H  report  in  1901 , and  started  providing 
automobile-related  reports  as  soon  as  auto 
insurance  became  a business. 

Key  Issues 

• Equifax  has  evolved  with  the  industry  and  applied 
technology  as  appropriate,  including  the  electronic 
networking  of  information,  an  area  in  which  it  is  the 
leader. 
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Vendor  Profile  #4 


Policy  Management  Systems  Corporation  (PMSC) 
P.O.  Box  Ten 

Columbia,  SC  29202  (803)  735-4000 


Company  Background 

• Policy  Management  Systems  Corporation  (PMSC) 
provides  processing,  electronic  information 
services,  applications  software  products,  and 
associated  support  services  to  the  insurance 
industry. 

• PMSC  was  formed  in  1974  as  the  PMS  Division  of 
the  insurer,  Seibels,  Bruce  and  Company. 

• Prior  to  1 989,  PMSC  and  IBM  had  worked  together 
under  various  agreements.  In  1989,  this 
relationship  was  strengthened  through  IBM’s 
acquisition  of  a 19.8%  minority  equity  interest  in 
PMSC  for  $1 1 6.8  million. 
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Vendor  Profile  #4  Cont.) 


Strategy 

• PMSC’s  strategy  is  to  build  a larger  base  of  recurring 
systems  licensing  and  services  revenues 


Key  Issues 

• Recent  acquisitions  made  by  PMSC  include:  In 
January  1991 , PMSC  acquired  Management  Data 
Communications  Corporation  (MDC)  for  $5.9  million. 
MDC  provides  applications  software  and  processing 
services  to  the  group  health  insurance  industry. 
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Vendor  Issues 
Insurance  Sector 


• Work  with  users  to  develop  new  cost  justification 
models  for  strategic  systems.  Develop  systems 
solutions  that  recognize  the  move  toward  distributed 
and  networked  functions,  and  away  from  the  large, 
centralized  mainframe  environment. 

• Mainframe-based  vendors:  Set  a strategy  to  deal 
with  the  era  of  networked  PCs. 

• Leverage  products’  roles  in  the  key  technologies  of 
image  processing,  RDBMSs  and  PC  networking. 

• Expert  systems  and  CASE  vendors:  Secure  the 
user’s  commitment  to  implement,  not  just  to  test. 

• Agent-networking  vendors:  Offer  value  to  the  agent 
without  threatening  the  carrier. 

• Where  feasible,  include  customer  service  benefits  in 
product  planning  and  positioning. 
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The  Transportation 

Sector 


Industry  Definition 
Transportation  Sector 


SIC  Group 

Description 

40xx 

Railroad  transportation  including 
freight  operations,  switching  and 
terminal  establishments 

41  xx 

Local  transportation 

42xx 

Motor  freight  transportation, 
including  for-hire  and  common 
carriers 

44xx 

Water  transportation,  including 
freight  and  passenger 

45xx 

Air  transportation,  freight  and 
passenger 

47xx 

Transportation  services,  including 
travel  agencies,  freight  forwarding 
and  custom  brokerage 
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T ransportation  Sector — Information 
Services  Market,  1991-1996 
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Market  Forecast 

Transportation  Sector — Information 
Services  Market  by  Delivery  Mode, 

1991-1996 
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Business  Issues 
Transportation  Sector 


Slow  business  as  the  result  of  the  recession 

Downsizing  functions  and  engaging  in  other 
means  of  reducing  costs 

Using  IS  to  aid  competitiveness 

Providing  faster  information  supply  to  customers 

Implementing  IS  solutions  more  rapidly 


YWSPR/TR-  5 


INPUT 


r 


Technology  Issues 
Transportation  Sector 

• Door-to-door  electronic  tracking  of  freight 

« Greater  use  of  downsizing  and  client/server 
technology 

• Expert  systems  for  planning  maintenance,  use  of 
equipment,  and  loading  and  unloading  cargo 

• Use  of  outsourcing  to  address  complexity  of  use  of 
information  systems  in  industry 

• Ability  to  use  and  process  electronic  images  of 
forms 
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Business  Opportunities 
Transportation  Sector 
Most  Critical  Future  Applications 


• On-board  computing 

• Consolidation  center  automation  tie  in  with  on-board 
computing 

• Moving  operations  to  relational  form 

• Expert  systems 

• Systems  bridges/interfaces 

• Networking  integration 

• Cost-reducing  applications 

• Image  technology  to  save  resources 

• Building  networks  with  customers  and  suppliers  (EDI) 

• Reservation  systems 

• Revenue  enhancement/pricing  systems 

• Hangar  operations/aircraft  maintenance 

• Marketing  automation  system 

• Resource  allocation  improvement 
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Leading  Vendors  in  the 
Transportation  Sector 
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Transportation  Sector 
Vendors  Profiled 


• AT  Kearney 

• Cass  Logistics 

• Comdata  Holdings 


• RAILINC 


Vendor  Profile  #1 


A.T.  Kearney,  Inc. 

222  South  Riverside  Piaza 
Chicago,  IL  60606  (312)648-0111 


Company  Background 

• A.T.  Kearney,  Inc.  is  an  international  management 
consulting  firm.  Its  professional  services  practice 
area  encompasses  business  and  marketing 
strategy,  technology  assessment,  organizational 
effectiveness,  executive  search,  marketing  and 
sales,  manufacturing  and  operations  involvement, 
physical  distribution  and  logistics,  information 
technology,  and  litigation  support. 

• Logistics  services  address  the  management  of 
physical  distribution  activities  such  as  purchasing, 
transportation,  production  planning,  warehousing, 
and  managing  inventories  through  operational 
audits  and  strategic  studies. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• Provide  strategic  marketing  advice  to  achieve 
competitive  advantage 

• Assess  the  effects  of  external  forces  such  as 
regulatory  change,  energy  supply,  and  international 
trade  on  the  future  direction  of  clients’  strategies 

• Evaluate  the  feasibility  of  mergers  and  acquisitions 
and  determine  how  to  integrate  newly  combined 
business  units 

• Develop  operation  strategies  for  achieving  long-term 
productivity 

• Help  to  design  and  implement  enhanced  information 
systems,  including  costing  systems  and  productivity 
measurement  systems 

• Improve  competitive  position  with  regard  to  cost 
structure,  service  capabilities,  and  market  share 

• Introduce  new  computer-based  technologies  for 
clients  to  better  manage  complex  networks  of 
transportation  services 

• Serve  as  expert  witness  in  matters  of  litigation, 
particularly  those  concerning  transportation 
companies 

Key  Issues 

• Focus  on  developing  integrated  product  strategies 
that  link  customer  service  needs,  inventory 
deployment  strategies,  and  transportation  and 
facilities  requirements 

INPUT 
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Vendor  Profile  #2 


Cass  Logistics 
1015  Locust  Street 

St.  Louis,  MO  64101  (314)  621-4121 

1991  Revenue:  $27M  1991  Employees:  400 

Company  Background 

• Cass  Logistics  is  a leading  supplier  of  integrated 
logistics  management  information  systems  and 
services — including  freight  bill  payment,  and  audit 
and  rating  services  for  shippers  and  carriers 
(trucking  and  railroad).  Processing  services 
account  for  90%  of  its  current  revenue. 

• CLI  processes  18  million  transactions  annually — for 
more  than  700  manufacturers  and 

distributors — with  a value  exceeding  $4  billion. 

CLI’s  customers  include  100  of  the  Fortune  500 
manufacturers. 
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Vendor  Profile  #2  (Cont.) 


Strategy 

• CLI’s  service  specifically  addresses  the  needs  of 
shippers  that  want  to  maintain  the  accuracy  of  freight 
rate  information.  It  is  used  to  incorporate  rates  into 
shipment  planning  and  order  processing  to 
determine  the  most  effective  way  to  ship  a product. 

It  is  also  used  to  improve  cash  flow  by  incorporating 
proper  freight  rate/billing  in  the  initial  invoicing 
process. 

• EDI  capability  is  increasingly  being  incorporated  into 
its  freight  rate/billing  software  and  services. 

• CLI’s  service — with  its  Transdata  reporting  systems 
and  Transaction  data  base  information  system — is 
also  used  extensively  as  a management  information 
systems  planning  tool. 

Key  Issues 

• Cass  Logistics  is  increasingly  integrating  its  three 
principal  application  areas — freight  payment, 
auditing,  and  rating  software.  CLI’s  service  may  also 
be  customized  for  individual  customers. 

• There  is  significant  demand  for  new  auditing  services 
products;  since  individual  negotiated  rates  were 
deregulated,  it  has  become  very  difficult  for  shippers 
and  carriers  to  track  the  accuracy  of  their  freight 
billings. 

• The  company’s  principal  customer  base  is 
manufacturers  and  distributors,  who  often 
incorporate  software  and  service  to  provide  logistics 
planning  and  cost  management 
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Vendor  Profile  #3 


Comdata  Holdings  Corp. 

5301  Maryland  Way 

Brentwood,  TN  37027,  (615)  370-7000 

1991  Revenues:  $200M 


Company  Background 

• Comdata  was  restructured  in  1987  through  a leveraged 
recapitalization  initiated  by  Welsh,  Carson,  Anderson  & 
Stowe.  Comdata  Network  and  a number  of  other 
activities,  including  funds  transfer  and  permit  issuing 
capabilities,  have  been  acquired  since  the 
recapitalization. 

• In  addition  to  services  for  the  trucking  industry, 
Comdata  provides  credit  card  cash  advance  services 
for  individuals  at  leisure  and  resort  locations,  and 
check  verification,  check  guarantee  and  collection 
services  for  various  retailers. 
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Vendor  Profile  #3  (Cont.) 


Strategy 

• Com  data  provides  services  to  the  trucking  industry  that 
are  focused  on  the  use  of  network  capabilities  to 
service  and  manage  truck  drivers  and  trucks.  The 
development  of  these  services  provided  opportunities 
and  ideas  for  the  extension  of  services  to  eisure, 
gaming  and  retail  industries. 

• Using  a specialized  credit  card,  truck  drivers  can  use 
the  services  of  Comdata  to  obtain  fuel,  pay  for  repairs 
and  fuel  bills,  and  obtain  travel  cash  and  other  services 
at  participating  truck  stops,  with  dollar  amounts  and 
controls  set  by  the  trucking  company. 

• Directions  for  drivers,  including  the  pick-up  of  loads  to 
make  use  of  available  capacity  after  a drop-off  is 
made,  and  the  use  of  transceivers  to  supply  many 
types  of  regulatory  permits  are  also  provided  by 
Comdata. 

Key  Issues 

• The  majority  of  Comdata’s  1991  revenue  was  derived 
from  transaction  processing  services  in  support  of 
funds  transfer,  permit  issuance,  check  verification  and 
guarantee  (check  payment)  services. 
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Vendor  Profile  #4 


RAILING  Corporation 
50  F Street  N.W. 
Washington,  D.C.  20001 
1991  Revenues:  $16M 


(202)  639-5580 


Company  Background 

• RAILINC,  founded  in  1982,  provides  network 
services — including  electronic  data  interchange 
(EDI)  and  industry  data  bases — and  software 
products  to  the  transportation  industry.  Clients 
include  rail,  ocean,  and  motor  carriers, 
manufacturers  and  distributors. 

• Approximately  80%  of  RAILINC’s  revenue  is 
derived  from  network  services  and  20%  from 
software  products. 

• The  company  provides  a data  base  of  all  freight 
cars  and  trailers  in  North  America,  which  includes 
information  on  their  physical  characteristics  and 
final  destinations. 
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ile  #4  (Cont.) 


Strategy 

• RAILINC’s  network  services  include  the  following: 

• The  CLM  Collection  Service  electronically  collects 
car  location  messages  (CLMs)  from  most  major  rail 
carriers  in  North  America,  providing  shippers  with  a 
single  source  of  CLM  information.  In  terms  of  the 
number  of  messages  transmitted,  RAILINC  is  one 
of  the  largest  providers  of  EDI  network  services. 

• In  addition  to  EDI  support,  RAILINC’s  freight 
equipment  management  systems  are  also 
accessible  through  its  network  and  can  be  used  to 
facilitate  tracking,  distribution,  and  billing. 

• The  service  is  targeted  to  rail  shippers  with  owned 
or  leased  fleets  of  any  size,  consignees,  shippers’ 
agents,  and  trucking  companies. 

• RAILINC’s  telecommunications  network  is  used  for 
EDI  transmissions  by  rail  carriers,  manufacturers, 
ocean  carriers,  and  trucking  companies.  The 
company  also  provides  a customized  interface  for 
customers  of  INFONET. 

• Documents  frequently  exchanged  by  subscribers 
include  purchase  orders,  invoices,  shipment  tracing 
messages,  bills  of  lading,  freight  bills,  and 
administrative  messages. 
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Vendor  Profile  #4  (Cont.) 


Key  Issues 

• Subsidiary  of  the  Association  of  American 
Railroads 

• RAILING  is  a for-profit  subsidiary  and  pursues 
opportunities  in  non-rail  industries 

• Network  subscribers  include  all  major  rail  carriers 
as  well  as  manufacturers,  distributors,  and  ocean 
and  motor  carriers 
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Vendor  Issues 
Transportation  Sector 

• Despite  bad  economic  news  in  the  airline  and  travel 
industry,  there  is  still  interest  in  system  upgrades 

• Information  systems  give  transportation  companies 
a competitive  edge 

• Systems  integration  and  system  outsourcing 
vendors  who  have  experience  with  complex  projects 
are  well  positioned  to  compete 

• The  trucking  industry  is  undergoing  an  industry 
shakeout 

• Railroads  are  in  a continuing  financial  recovery 
pattern  and  appear  to  be  in  catch-up  mode  in  terms 
of  information  system  requirements 
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The  Federal  Government 

Sector 
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Industry  Definition 
Federal  Government  Sector 


• Federal  government  largest  employer  in  the  U.S. 

• 1992  fiscal  year  bdget  submitted  to  Congress  was 
$1 .6  trillion 

• Commercial  activities  supporting  the  federal 
government  under  SIC  code  99 
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Industry  Definition 
Federal  Government  Sector 
Economic  Events  and  Trends 

• Trade  imbalance 

• Economic  recession 

• Cold  war  cessation 

• Domestic  problems 

• Middle  East  situation 

• Budget  deficit 
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Industry  Definition 
Federal  Government  Sector 
Information  Technology  Budget — FY  1992 


Obligations  - $24.6  billion 
Contracts  - $17.8  billion  (71%) 
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Federal  Government  Sector 
Agency  Business  Issues 

• Planning  and  management 

• Security  and  privacy 

• Resource  utilization 

• Staff  shortages 

• Cost  containment 

• Micromanagement 
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Agency  Expenditures 


Market  Forecast 
Federal  Government  Sector 
Information  Services  Market, 

1991-1996 
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Market  Forecast 

Federal  Government  Sector — Information 
Services  Market  by  Delivery  Mode, 

1991-1996  cagr 
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Federal  Government  Sector 
Industry  Trends 

• Lower  growth  rates  overall 

• Data-to-information  transition 

• Fewer  large  projects 

• Standards  implications 

• New  technology  prospects 


YWSPR/FG-  8 


INPUT 


Federal  Government  Sector 
Technology  Issues 

• Expanded  networks/LANs 

• Operating  systems  advancements 

• Increased  microcomputer  capabilities 

• Improved  imaging/graphics 

• Artificial  intelligence  developments 

• Communications  advancements 
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Business  Opportunities 
Federal  Government  Sector 

• Voice-data  integration 

• Improved  end-user  support 

• Increased  software  product  applications 

• Relational  data  bases 

• Departmental  information  processing 

• Transparent  connectivity 

• Decision  support  systems 
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Business  Opportunities 
Federal  Government  Sector 
New  Applications 

• EDI — networks  and  services 

• Computer-aided  Acquisition  and  Logistics  Systems 
(CALS) 

• Automated  tax  processing 

• Standardized  financial,  payroll,  and  personnel 
systems 

• Al  applied  to  software  development  and  simulation 
modeling 
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Leading  Federal 
Processing  Services  Vendors 

• Computer  Sciences  Corporation 

• Boeing  Computer  Services 

• Martin  Marietta  Data  Systems 

• Control  Data  Corporation 

• Dialcom 

Source:  GSA-TSP  Report  and  Federal 
Procurement  Data  Center 
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Leading  Federal 
Network  Services  Vendors 


• AT&T 

• BBN 

• Bell  Atlantic 

• Boeing  Computer  Services 
» Contel 

• General  Electric 

• GTE 

• Southwestern  Bell 

• US  Sprint 

• U S West 
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Leading  Federal 
Applications  Software  Vendors 


• Candle  Corporation 

• Computer  Associates 

• Computer  Corporation  of  America 

• Computer  Data  Systems,  Inc. 

• Government  Technology  Services,  Inc. 

• Integrated  Software  Systems 

• MacNeal-Schwendler  Corporation 

• QS,  Inc. 

• Sterling  Software 

• Universal  Energy  Systems 
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Leading  Federal 
Turnkey  Systems  Vendors 


« C3,  Inc. 

• Computer  Consoles 

• Computervision 

• Federal  Data  Corporation 

• Gould 

• Harris 

• Intergraph,  Inc. 

• Prime  Computer 

• Tektronix 

• Triad 

Source:  Federal  Procurement  Data  Center 


Leading  Federal 
Systems  Integration  Vendors 

• Boeing  Computer  Services 

• Centel  Federal 

• Computer  Sciences  Corporation 

• Electronic  Data  Systems  (General  Motors) 

• Grumman  Data  Systems 

• IBM 

• Martin  Marietta 

• PRC/ATI  (Black  & Decker) 

• SAIC 

• Unisys 
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Leading  Federal 
Professional  Services  Firms 

• CDSI 

• CSC 

• EDS  (General  Motors) 

• Grumman  Data  Systems 

• Harris  Corporation 

• McDonnell  Douglas 

• PRC  (Black  & Decker) 

• SAIC 

• TRW 

• Unisys 
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Leading  Federal 
Systems  Operations  Vendors 

• Boeing  Computer  Services 

• Computer  Sciences  Corporation 

• Electronic  Data  Systems 

• EGG  Gmbh 

• General  Electric 

• DP  Associates 

• Dynatech  (Dynalectron) 

• Lockheed 

• PRC  (Black  & Decker) 

• Unisys 
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Federal  Government  Sector 
Vendors  Profiled 

• BCS 

• BDM  International 

• Martin  Marietta  Information  Systems  Group 

• PRC 
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Vendor  Profile  #1 


Boeing  Computer  Services  (BCS) 
2810  160th  Avenue,  S.E. 

Bellevue,  WA  98008(206)865-5166 


Company  Background 

• BCS,  a division  of  the  Boeing  Corporation,  supplies 
computing  resources  and  information  services  to  all 
Boeing  operating  divisions,  and  to  more  than  1,500 
government  and  commercial  customers  worldwide. 

• In  1 988,  BCS  was  realigned  to  emphasize  systems 
integration  of  government  telecommunications  and 
computer  programs. 

• BCS  was  established  in  1970  to  consolidate  13 
separate  computing  organizations  within  Boeing, 
and  was  divided  into  two  major  groups:  Information 
Services,  to  focus  on  non-captive  business,  and 
Boeing  Support  Group. 

• About  one-fourth  of  BCS’s  employees  are  involved 
in  non-captive  information  services  activities,  of 
which  about  80%  is  derived  from  the  federal 
government. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• BCS  is  focusing  on  network  services. 

• There  is  increased  emphasis  on  integration  products 
of  high  value  ($5M  and  up)  requiring  complex 
computing  and  network  services. 

• BCS  is  targeting  non-government  markets. 

Key  Issues 

• BCS  designed,  installed  and  is  operating  a 
nationwide  telecommunications  network  for  NASA. 
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Vendor  Profile  #2 

BDM  International,  Inc. 

7915  Jones  Branch  Drive 

McLean,  VA  22102  (703)  848-5000 

1991  Revenues:  $296M  1991  Employees:  4,500 

Company  Background 

• Established  in  1960,  BDM  provides  professional 
and  technical  services — including  a range  of 
information  systems  and  systems  services — to 
clients  in  defense,  civil  government,  manufacturing, 
and  business  and  finance. 

• The  majority  of  BDM’s  revenue  is  derived  from 
contracts  with  the  federal  government. 

• Applications  areas  addressed  include 
communications,  information  management,  national 
security  and  defense,  logistics,  space  and 
manufacturing  modernization. 

Strategy 

• Shift  business  to  non-DoD  markets 

• Pursue  strategic  alliances 

• Large-scale  software  development  is  a major  part 
of  BDM’s  information  systems  and  systems 
integration  services. 

Key  Issues 

• In  1992  BDM  acquired  Vinnell  Corp.,  a $100M 
professional  and  technical  services  company. 
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Vendor  Profile  #3 


Martin  Marietta  Information  Systems  Group 
4795  Meadow  Wood  Lane 
Chantilly,  VA  22021  (703)  802-5000 
1991  Revenues:  $550M  (non-captive) 

1991  Employees:  6,000 


Company  Background 

• Martin  Marietta  ISC  is  an  operating  group  of  the 
Martin  Marietta  Corporation,  providing  a range  of 
products  and  services  to  government  and 
commercial  markets. 

• Products  and  services  include:  command  and 
control,  information  management,  systems 
integration,  systems  operations,  and  professional 
services. 

• The  majority  of  non-captive  revenue  is  from 
systems  integration  projects. 

• Approximately  70%  of  the  group’s  1991  revenue 
was  from  the  federal  government. 
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Strategy 

• New  business  reflects  the  group’s  focus  on 
acquisitions  to  solidify  its  position  in  defense 
markets  specializing  in  space  and  electronics. 

• Aggressive  expansion  into  non-DoD  markets,  as 
demonstrated  by  contracts  with  HUD,  DOE  and  the 
Postal  Service 

Key  Issues 

• Alliance  with  Lockheed  in  acquisition  of  LTV  assets 

• Participation  in  the  systems  integration  market 

• Earnings  up  21%  in  1991 
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Federal  Government  Sector 
Vendor  Issues 

* Continued  defense  outlays 

• Contract  consolidations 

* Procurement  Integrity  Act 

* Ethics  in  Government  Act 

• OMB  Policy  A-76 

• Fixed-price  contracts 
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Vendor  Profile  #4 

Planning  Research  Corporation  (PRC) 

1500  Planning  Research  Drive 

McLean,  VA  22102  (703)  556-1000 

1991  Revenues:  $685M  1991  Employees:  7,200 

Company  Background 

• PRC  is  a subsidiary  of  Black  & Decker. 

• PRC  provides  professional  services,  systems 
integration,  systems  operations,  processing 
services,  and  turnkey  systems. 

• PRC  has  been  in  the  federal  systems  integration 
business  for  10  years. 

• 1991  revenues  were  $685  million. 

Strategy 

• In  1992,  approximately  75%  of  PRC  revenues  were 
realized  from  the  federal  government  sector. 

• PRC  is  working  to  develop  its  commercial  and 
international  market  opportunities. 

• PRC  has  positioned  itself  as  a full-service  systems 
integration  vendor. 

Key  Issues 

• In  March  1992,  Black  & Decker  filed  a registration 
statement  with  the  SEC  for  a public  offering  of  all 
shares  of  PRC  common  stock. 

• PRC  has  offered  services  to  the  federal  market  for 
the  last  15  years,  and  enjoys  an  excellent  reputation. 

INPUT- 
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The  State  and  Local 
Government  Sector 


Industry  Definition 
State  and  Local  Government  Sector 

• More  than  83,000  state  and  local  governments 

• Approximately  1 ,200  entities  are  the  state  and  local 
governments  (local,  county,  municipal)  that 
represent  the  majority  of  the  population  in  the  U.S. 
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Industry  Definition 

' o 

State  and  Local  Government  Sector 


• Long-term  debt  of  state  and  local  governments 
increased  114%  between  1980  and  1987 

• Long-term  debt  was  incurred  to  meet  short-term 
needs 
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Market  Forecast 
State  and  Local  Government 

1991-1996 
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Market  Forecast  by  Delivery  Mode 
State  and  Local  Government 

1991-1996 


Processing 

Services 

Turnkey 

Systems 

Applications 

Software 

Systems 

Operations 

Systems 

Integration 

Professional 

Services 

Network 

Services 
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Market  Forecast — State  and  Local 
Government  Industry-Specific 
Applications  Software  Forecast  by 

Hardware  Platform 

CAGR 
(Percent) 
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Business  Issues 
State  and  Local  Government 

• Growing  expectations 

• Reduced  funding 

• Complex  solutions 

• Productivity  and  backlogs 
» Technology  integration 

• Legislated  requirements 
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Business  Issues 
State  and  Local  Government 
Key  Factors  Affecting  IS  Budgets 

• Revenues/funding 

• Technology  costs 

• Personnel  costs 

• Management  understanding 

• Management  commitment 
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Industry  Trends 
State  and  Local  Government 


• Increasing  budget  pressures 

• Increasing  IS  solution  demand 

• Continuing  mainframe  demand 

• Connectivity/interoperability 

• Public  data  dissemination/access 

• Point-of-presence  processing 

• Paper  reduction 


Industry  Trends 
State  and  Local  Government 
IS  Budget  Distribution  and  Growth 


"A 


Category 

1989 

Budget 

1990 

Budget 

1989-1990 

Change 

(Percent) 

Personnel 

40 

38 

-3 

Hardware 

25 

24 

-4 

Communications 

7 

8 

14 

Purchased  Services 

21 

23 

10 

Other 

7 

7 

-- 

Total  Budget 

100 

100 
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Technology  Issues 
State  and  Local  Government 

Market  Sector 

• Increasing  service  demands 

• Information  systems  reliance 

• Technology  availability 

• Budget  pressures 

• Increasing  responsibility 
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Technology  Importance  Rating 
State  Governments 


Network  Integration 
Local-Area  Networks 
Relational  Data  Bases 

CASE 

Distributed  Systems 
Packet  Switch  Networks 

Open  Systems 

Geographic 
Intormation  Systems 

System/Network  Security 

Client/Server  Architecture 

Electronic  Imaging 

UNIX 

On-line 

Transaction  Processing 
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Business  Opportunities 
State  and  Local  Government 

• Local-/wide-area  networking 

• RDBMS  software 

• Financial  control  software 

• Systems  consulting 

• Systems  integration 

• Electronic  imaging  systems 

• Geographic  information  systems 
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State  and  Local  Government 
Leading  Vendors 

• EDS 

• IBM 

• CSC 

• Consultec 

• AMS 

• SHL  Systemhouse 

• D & B Software  Services 

• Business  Records  Corp. 

• Telos 
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State  and  Local  Government  Sector 

Vendors  Profiled 

• AMS 

• CSC 

• EDS 

• SHL  Systemhouse 
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Vendor  Profile  #1 


American  Management  Systems,  Inc.  (AMS) 
1 777  North  Kent  Street 
Arlington,  VA  22209  (703)841-6000 
1991  Revenues:  $285M 


Company  Background 

• Founded  in  1970,  AMS  provides  professional 
services,  applications  software,  and  processing  and 
micrographic  services. 

• Since  1982,  AMS’s  marketing  has  focused  primarily 
on  financial  service  firms,  federal  government,  state 
and  local  governments,  colleges  and  universities, 
and  energy  and  telecommunications  companies. 

• Within  the  state  and  local  government  sector,  AMS 
provides  applications  software  products  and 
professional  services. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

« AMS  provides  a number  of  products  to  the  state 
and  local  government  industry,  including  financial 
management  systems,  an  on-line  statistical 
information  system,  computer-assisted  collection 
systems,  and  human  resources  systems. 

• AMS  has  included  the  top  350  state  and  local 
governments  among  its  key  target  markets. 

Key  Issues 

• AMS’s  key  competitors  within  the  state  and  local 
government  industry  include  Peat  Marwick,  D & B 
Software  Services,  and  numerous  small, 
independent  firms. 

• Competition  from  smaller  firms  is  greater  at  the  local 
government  level. 
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Vendor  Profile  #2 


Computer  Sciences  Corporation  (CSC) 
2100  East  Grand  Avenue 
El  Segundo,  CA  90245  (213)615-0311 
Revenues  FYE  4/92:  $2B 


Company  Background 

• Computer  Sciences  Corporation  is  considered  one 
of  the  largest  independent  professional  services 
companies  in  the  industry. 

• Serving  government  and  commercial  clients,  CSC 
provides  management  consulting  in  information 
technology,  requirements  analysis,  software 
development,  systems  engineering  and  integration, 
turnkey  computer  communications  systems,  and 
facility  management  services. 

• The  company  also  provides  industry-specific 
proprietary  products  and  services  for  credit 
reporting,  claims  processing,  health  maintenance 
organizations,  and  income  tax  preparation. 

• CSC  is  able  to  provide  a wide  range  of 
technology-related  products  and  services.  It 
derived  approximately  2%  of  its  revenues  from 
state  and  local  government. 
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Vendor 


ile  #2  (Cont.) 


Strategy 

• CSC’s  revenues  from  the  state  and  local 
government  sector  have  steadily  declined, 
suggesting  that  CSC  is  placing  less  emphasis  on 
this  sector. 

• Of  the  services  provided  to  the  state  and  local 
government  sector,  $31  million  was  derived  from 
services  related  to  CSC’s  Health  and  Insurance 
Systems. 

• An  additional  $9.3  million  (23%)  was  derived  from 
the  Systems  and  Consulting  Groups,  which  provide 
services  related  to  integrated  systems,  systems 
sciences,  network  systems,  and  applied 
technology. 

Key  Issues 

• CSC  has  indicated  that  its  interests  are  primarily  in 
the  private  sector.  This  emphasis  has  contributed 
to  a decrease  in  revenues  from  the  state  and  local 
government  sector. 

• Based  on  its  performance  over  the  past  couple  of 
years,  INPUT  expects  CSC  to  continue  to  seek 
opportunities,  but  become  less  of  a competitive 
threat  over  the  next  several  years. 
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Vendor  Profile  #3 

Electronic  Data  Systems  (EDS) 

7171  Forest  Lane,  Dallas,  TX  75230  (214)604-6000 
1991  Revenues:  $3.2B  (Non-captive  information 
services  revenue) 


Company  Background 

• Formed  in  1960,  EDS  provides  systems 
development  and  management  services  to  a wide 
range  of  industries. 

• Though  the  percentage  has  declined,  EDS  derives 
approximately  half  of  its  revenues  from  General 
Motors. 

• EDS  derived  approximately  1 .5%  of  its  revenues 
from  state  and  local  government  business. 

• Though  it  is  a small  percentage  of  EDS’s  business, 
revenue  from  this  sector  places  it  among  the 
leaders  of  this  sector. 

• EDS  is  reported  to  be  the  nation’s  largest  processor 
of  Medicaid  claims,  processing  over  two-thirds  of 
the  country’s  claims. 

• EDS’s  position  in  claims  processing  is  expected  to 
remain  dominant  for  some  time. 

• EDS’s  track  record  in  systems  operations  is 
important  to  winning  new  state  business,  and  its 
experience  in  multiple  industries  is  beginning  to  be 
of  significant  benefit. 
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Vendor  Profile  #3  (Cont.) 


Strategy 

« Taking  a page  from  the  financial  services  industry, 
EDS  has  developed  an  Electronic  Benefits  Transfer 
(EBT)  capability,  using  ATMs  and  ATM-type  cards 
to  dispense  payments  for  food  stamps.  The  system 
significantly  reduces  paper  handling  (of  food 
stamps)  and  permits  improved  control  by  gathering 
statistics  for  payment  analysis. 

Key  Issues 

• Not  too  long  ago,  leveraging  financial 

services  industry  experience  to  win  state  and  local 
government  contracts  would  have  been  unheard  of. 
But  technology  and  state  needs  have  changed. 

• Technologies  such  as  EDI,  point-of-sale  systems, 
automated  teller  machines,  and  others  are 
becoming  universal  delivery  mechanisms. 

• EDS’s  ability  to  successfully  leverage  experience 
from  one  industry  to  another  is  indicative  of  the 
need  for  leading  vendors  to  have  a broad 
experience  base  and  be  able  to  apply  processes 
and  technologies  across  industries. 

• With  emphasis  on  systems  integration,  and  with  the 
needs  of  state  and  local  governments  to  improve 
and  integrate  their  systems,  EDS  can  be  expected 
to  be  a key  contributor  to  the  growth  of  information 
services  in  the  sector. 
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Vendor  Profile  #4 


SHL  Systemhouse  (SHL) 

50  O’Connor  Street,  5th  Floor 

Ottawa,  Ontario,  Canada  (603)  236-9734 

1991  Revenue:  $700M  (Canadian  dollars) 

Company  Background 

• A Canadian  company  formed  in  1974,  SHL  has 
become  an  aggressive  provider  of  services, 
primarily  systems  integration,  to  U.S.  federal  and 
commercial  clients,  including  state  and  local 
governments. 

• Approximately  48%  of  SHL’s  revenues  were 
derived  from  the  U.S. 

• In  the  U.S.,  a growing  number  of  contracts  relate  to 
state  and  local  business. 

• Though  three  of  SHL’s  six  U.S.  offices  are  in 
California,  its  activities  cover  a wide  area  of  the 
country. 
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Vendor  Profile  #4  (Cont.) 


Strategy 

• SHL’s  systems  integration  contracts  include  student 
aid  and  court  case  tracking  systems  for  the  state  of 
California,  a welfare  eligibility  system  for  Hawaii, 
and  a POS  system  for  liquor  sales  in  Hawaii. 

These  contracts  are  valued  at  more  than  $15 
million. 

• In  addition,  SHL  has  participated  in  contracts 
related  to  welfare  eligibility  systems  in  Arizona, 
Idaho,  Utah,  Alaska,  Kansas,  Wyoming,  South 
Carolina,  Montana,  and  Washington.  Recent 
announcements  suggest  that  SHL  will  continue  to 
increase  its  presence  in  the  state  and  local  sector. 

Key  Issues 

• A notable  ingredient  in  SHL’s  success  in  the  state 
and  local  sector  has  been  a highly  structured  and 
strict  development  methodology,  coupled  with  the 
adaptation  of  existing  systems  to  meet  a specific 
need. 
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The  Manufacturing 

Industry 


Industry  Definition 
Manufacutring  Industry 


Process 

Discrete 

Continuous  in  batches  or 
lots 

One  or  multiple  individual 
units 

Repetitive,  flexible  to  job 
shop,  custom  project 
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Industry  Definition 
Manufacturing  Industry  Structure 


— Mining 

- Oil  & Gas 

— Food  Products 

— Tobacco 

- Textiles 

— Lumber/Wood 

- Products 

- Paper 

- Chemicals 

- Petroleum 

— Rubber  & Plastics 

— Stone,  Glass,  Clay 
Primary  Metals 


V 


— Apparel 

— Furniture 

— Printing 

— Leather 

— Metal 

— Machinery 

— Electronics 

_ Autos/Trucks/Buses 

— Aircraft 

— Scientific  & Control 
Instruments 

L Miscellaneous 
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Industry  Definition 
The  Manufacturing  Industry 
Comparison  of  Discrete  and  Process 

Manufacturing 


Characteristic 

Discrete 

Process 

Typical  Mfg.  Methods 

Assembly  line 

Batch/iot 

Plant  Structure 

Small  number  of  large 

Large  number  of  small 

plants,  geographically 

plants,  as  well  as  some 

concentrated 

large  plants,  geographically 
dispersed 

Costs  of  Raw  Materials 

Relatively  fixed 

Variable 

MRP/MRPII 

Batcfv/transaction- 

Real-time-  /transaction- 

Computing 

Environment 

oriented 

oriented 

Other  Factors 

• Material  substitutions 

• Formula  adjustments 

• Real-time  process  monitoring 
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The  Discrete 
Manufacturing  Industry 
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Industry  Definition 
Discrete  Manufacturing  SIC  Groups 


SIC 

Group 

Description 

23xx 

Apparel  and  other  finished  products 

25xx 

Furniture  and  fixtures 

27xx 

Printing,  publishing  and  allied  industries 

31  xx 

Leather  and  leather  products 

34xx 

Fabricated  metal  products  except  machinery 
and  transportation  equipment 

36xx 

Electronic  and  other  electrical  equipment  and 
components  except  computer  equipment 

35xx 

Industrial  and  commercial  machinery  and 
computer  equipment 

37xx 

Transportation  equipment 

38xx 

Instruments;  photo,  medical,  optical  goods, 
watches  and  clocks 

39xx 

Miscellaneous  manufacturing  including  toys, 
games,  jewelry  and  sporting  goods 
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Industry  Definition 
Discrete  Manufacturing  Submarkets 


; Submarket  Group 

Selected  Characteristics 

• Automotive 

(includes  trucks,  buses,  trains) 

Largest  submarket 
Level  of  automation 
Large  projects 

* Aerospace 
(includes  missiles) 

Impact  of  defense  downturn 
Level  of  automation 

• Electronics 

(includes  radio  communications 
and  detection) 

Challenges  of  computer  and 
semiconductor  segments 
Less  mature  IS  environments 

• Medical/Instruments 
(includes  all  dental,  medical 
and  laboratory  equipment) 

Above-average  growth  rate 
Selected  areas  of  opportunity 

• Machinery/Metal 
(includes  metal  products) 

Need  for  improved  automation 

• Other 

(remaining  discrete  segments) 

Good  performance  in  some  segments 
Selected  opportunities 
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Industry  Definition 
Discrete  Manufacturing 
Ten  Largest  U.S.  Discrete 
Manufacturing  Industries 


Motor  Vehicle  Bodies 

Misc.  Plastic 
Products 

Motor  Vehicle  Parts 
and  Accessories 

Radio  Communications  and 
Detection  Equipment 

Commercial 

Printing 

Aircraft 

Discrete 
Electronic  Parts 

Newspapers 

Semiconductors 
and  Related 

Guided  Missiles  and 
Space  Vehicles 


133 


20  40 


80  100  120  140 


Shipments  in  1990 
($  Billions) 
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Market  Forecast 
Discrete  Manufacturing 
Information  Services  Market,  1992-1997 
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Market  Forecast 
Discrete  Manufacturing 
Information  Services  Market 
by  Delivery  Mode,  1992-1997 
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Market  Forecast 
Discrete  Manufacturing 
Applications  Software  Products 
Expenditures  by  Platform  Size, 

1992-1997 

GAGR 

(Percent) 


410 


Mainframe 


Minicomputer 


Workstation/PC 
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Business  Issues 
Discrete  Manufacturing 


Aiding  sales 
Improving  service 
Decreasing  cost 
Improving  quality 
Empowering  users 
Adding  to  product  revenues 
Providing  more  interconnections 
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Technology  Issues 
Discrete  Manufacturing 

• Client/server  use 

• Downsizing 

• Use  of  upgraded  and  integrated  systems 

• Use  of  open  systems/UNIX 

• Network  applications  and  EDI 

• Image  processing 

• New  CAD/CAM  capabilities 


V. 
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Business  Opportunities 
Discrete  Manufacturing 


• Client/server  applications 

• Downsizing 

• Outsourcing 

• EDI 


Leading  Applications 
Software  Products  Vendors  in 
Discrete  Manufacturing*,  1991 


Vendor 

Percent 
Market  Share 
(U.S.) 

ASK 

6 

IBM 

4 

Dun  & Bradstreet 

4 

Cadence 

3 

Groupe  Bull 

3 

System  Software  Assoc. 

2 

Computer  Associates 

1 

American  Software 

1 

Cincom 

1 

*Most  CAD/CAM  and  other  cross-industry  not  included. 
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Leading  Professional 
Services  Vendors  in 
Discrete  Manufacturing,  1991 


Vendor 

Percent 
Market  Share 
(U.S.) 

Computer  Task  Group 

2 

Analysts  International 

2 

Andersen  Consulting 

1 

IBM 

1 

EDS 

1 

Coopers  & Lybrand 

1 

AGS 

1 

Groupe  Bull 

1 

Hewlett-Packard 

1 

A.D.  Little 

1 

Computer  Sciences 

1 

CGA 

1 

NCR 

1 

Computer  Horizons 

1 

Ernst  & Young 

1 
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Leading  Systems  Integration 
Vendors  in  Discrete 
Manufacturing,  1991 


Vendor 

Percent 
Market  Share 
(U.S.) 

Andersen  Consulting 

10 

CSC 

4 

IBM 

4 

DEC 

3 

Coopers  & Lybrand 

2 

CGA 

2 

Deloitte  Touche 

2 

EDS 

2 

CTG 

1 

KPMG 

1 

Price  Waterhouse 

1 

TSC 

1 
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Leading  Systems  Operations 
Vendors  in  Discrete  Manufacturing, 

1991 


Vendor 

Percent 
Market  Share 
(U.S.) 

EDS 

17 

CSC 

4 

IBM 

3 

Andersen  Consulting 

2 

Genix 

<1 

Litton 

<1 

v_ 
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Vendor  Profile  #1 


Computer  Sciences  Corporation  (CSC) 

2100  East  Grand  Avenue 

El  Segundo,  CA  90245  (213)  615-0311 


Company  Background 

• CSC,  founded  in  1959,  is  one  of  the  largest 
independent  professional  services  firms 

• It  serves  government  and  commercial  markets. 

• Fiscal  1991  revenue  reached  $1 .74  billion,  a 16% 
increase  over  fiscal  1990. 

Strategy 

• Management  has  set  the  objective  of  becoming 
one  of  the  top  companies  in  commercial  markets 
for  consulting,  systems  integration  and  related 
services  in  the  U.S.  and  Europe. 

• Maintaining  its  dominant  position  in  the  U.S. 
federal  marketplace,  CSC  plans  to  expand  its 
commercial  markets  through  growth  and 
acquisition. 

Key  Issues 

• CSC  made  two  key  acquisitions  of  manufacturing 
consulting  firms,  one  U.S. -based  and  one 
Paris-based. 

• CSC  Consulting  Group  revenue  rose  34%  in 
1989. 
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Vendor  Profile  #2 


"\ 


Computer  Task  Group,  Inc. 

800  Delaware  Avenue 

Buffalo,  NY  14209  (716)  882-8000 


Company  Background 

• Computer  Task  Group,  founded  in  1966,  is  one  of 
the  largest  vendors  of  professional  services, 
concentrating  on  markets  other  than  the  federal 
government. 

• It  provides  systems  integration  services  as  well  as 
professional  services. 

• Its  U.S.  revenues  were  about  $275  million  in 
1991. 
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Vendor  Profile  #2  (Cont.) 

Strategy 

• CTG  has  extensive  experience  with  automated 
manufacturing  application  systems  as  well  as 
knowledge  of  suppliers,  distribution  and  other 
manufacturing  functions  and  problems. 

• Capabilities  have  been  developed  to  support 
systems  integration  and  network  development 
and  integration  activities. 

• CTG  can  bring  its  strengths  to  bear  in  a number  of 
industries,  including  discrete  and  process 
manufacturing,  business  services,  banking  and 
finance,  insurance,  and  state  and  local 
government. 

• CTG  has  considerable  knowledge  of  the 
implementation  of  MRP  and  MRPII  systems. 

Key  Issues 

• Over  80%  of  1991  revenue  was  from  professional 
services,  and  the  balance  was  made  up  of 
systems  integration  work  and  a small  amount  of 
systems  operations  work. 

• CTG  provides  consultants  experienced  in  industry 
problems  as  well  as  in  technology,  which  is 
attractive  in  discrete  manufacturing. 

• CTG  has  experience  in  supporting  large  clients  on 
a single  site  or  multiple  sites,  domestically  or 
worldwide. 
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Vendor  Profile  #3 


Dun  & Bradstreet  Software  Services,  Inc. 
550  Cochituate  Rd. 

Framingham,  MA  01701 


Company  Background 

• This  company  is  a subsidiary  of  the  Dun  & 
Bradstreet  Corporation.  It  was  formed  in  1990  as 
a result  of  the  merger  of  Management  Science 
America,  which  was  acquired  in  1990,  and 
McCormack  & Dodge,  acquired  in  1983. 

• The  AMAPS  manufacturing  software  products, 
which  also  can  use  intelligent  workstations,  are 
available  for  IBM  mainframes  and  minis  and  HP 
computers. 

• Software  products  are  also  available  for 
education,  factory  operations  and  other  functions. 

Strategy 

• Dun  & Bradstreet  develops,  markets  and  supports 
a wide  range  of  industry  and  cross-industry 
software  products  on  multiple  vendor  platforms 
that  provide  it  the  opportunity  to  market  to  a 
number  of  industries.  The  company  has  prepared 
itself  to  support  the  movement  from  mainframe  to 
mini,  workstation  and  client/server  solutions. 
Application  products  for  use  in  manufacturing 
include: 


V 
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Vendor  Profile  #3  (Cont.) 

Strategy  (Cont.) 

• Applications  software  products  are  available  for 
financial  and  accounting,  human  resources, 
administrative,  purchasing,  inventory, 
manufacturing,  education  and  health  industry 
functions. 

• Many  of  these  products  are  used  in 
manufacturing,  since  manufacturing  accounts  for 
45%  of  company  revenues. 

• The  AMAPS  systems  support  both  discrete  and 
process  manufacturing  environments  on  multiple 
vendor  platforms.  A program  is  available  to 
develop  interfaces  with  the  manufacturing 
software  products  of  other  vendors. 

Key  Issues 

• In  addition  to  AMAPS  systems,  discrete 
manufacturers  use  Dun  & Bradstreet  software 
products  for  inventory  control,  human  resources, 
accounting,  financial  reporting  and  other 
standalone  applications. 

• Dun  & Bradstreet  also  provides  professional 
services  aid  in  planning,  using  and  customizing 
software  products. 

• D&B’s  software  products  utilize  a number  of 
hardware  platforms,  including  IBM,  Unisys,  DEC, 
HP  and  Bull  mainframe  and  midrange  equipment. 
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Vendor  Issues 
Discrete  Manufacturing 


• Recession  impact  on  sales 

• Restructuring  or  cost  reductions 

• Foreign  and  domestic  competition 

• Improvement  of  service  and  quality 

• Integration  of  manufacturing  functions 

• Defense  reductions 

• Mergers/consolidations 
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Vendor  Issues 
Discrete  Manufacturing 


• High  level  of  user  interest  in  client/server  use, 
downsizing  and  outsourcing 

• Need  for  data  in  multiple  areas  promotes 
client/server  use 

• Need  for  responsiveness  and  improved  productivity 
drives  client/server  use  and  downsizing 

• Financing  pressures  related  to  changes  in  a 
complex  information  technology  environment 
promote  consideration  of  outsourcing 

• Client/server  and  downsizing  aid  offers  an 
opportunity  to  many  information  services  vendors 

• Planning  to  support  the  data  management  and 
interconnection  needs  of  user  functions  should  be 
initiated 

• User  initiatives  and  growing  interconnection  with 
suppliers  and  users  should  be  factored  into  planning 
to  integrate  and  reshape  manufacturing  functions 
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The  Process 
Manufacturing  Industry 
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Industry  Definition 
Process  Manufacturing  SIC  Groups 


SIC 

Group 

Description 

20xx 

Food  and  kitchen  products 

24xx 

Lumber  and  wood 

28xx 

Chemicals  and  related  products  including 
paints,  pharmaceuticals  and  perfume 

29xx 

Petroleum  and  related  industries 

30xx 

Rubber/miscellaneous  products 

32xx 

Stone,  clay,  glass  and  concrete  products 

35xx 

Industrial  and  commercial  machinery  and 
computer  equipment 

33xx 

Primary  metal  industries 
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Process  Manufacturing 
General  Business  Trends 
Affecting  Process  Manufacturers 

• U.S.  recession 

• Global  competition 

• Regulatory  changes 

• Quality 
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Industry  Definition 
Process  Manufacturing  Sector 
Growth  in  Selected  Subsectors 


Industry 

Size 

($  Billions) 

1992  Growth 
(Percent) 

Pharmaceuticals 

59 

9.0 

Metals 

59 

4.0 

Cleaning  Preparations/ 
Cosmetics 

42 

3.7 

Plastics/Rubber 

33 

3.0 

Inorganic  Chemicals 

22 

3.0 

Wood 

12 

3.0 

Industrial  Chemicals 

66 

2.9 

Crude  Petroleum,  Gas 

77 

2.0 

Food  and  Beverage 

361 

1.4 

Chemicals/Allied 

292 

1.4 

Petroleum  Refining 

136 

1.0 

Source:  ILS.  Industrial  Outlook 


v 


YWSPR/PM-  4 


INPUT 


Industry  Definition 
Process  Manufacturing 
IS  Applications 


CIM/ERP 

RDBMS 

GUI 


Shop  Floor  Corporate  business 
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$ Billions 
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Market  Forecast 
Process  Manufacturing  Sector 
Information  Services  Market 

1991-1997 
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Process  Manufacturing  Sector 
Information  Services  Market  by 
Delivery  Mode,  1992-1997 

CAGR 


User  Expenditures  ($  Billions) 
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Business  Issues 
Process  Manufacturing  Sector 


Trend 

Description 

Logistics 

Productivity/Efficiency 
Customer  Service 
Pricing 

Managing  the  supply  chain 
Optimizing  manufacturing  process 
Responsiveness  to  customer  needs 
Cost/activity-based  pricing 

v_ 
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Industry  Trends 
Process  Manufacturing 
IS  Expenditures 


Services 

3% 
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Technology  Issues 
Process  Manufacturing 

• Integration 

• Consolidation 

• Downsizing 

• Interoperability 

• Software  customization  tools 

• Graphical  user  interface 
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Technology  Issues 
Process  Manufacturing 
IS  Technologies  of 
Growing  Importance 

• EDI 

• Open  systems 

• CASE  tools/4GLs 

• GU! 

• Al 

• Image  processing 
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Business  Opportunities 
Process  Manufacturing 

• Plant  information/control  systems 

• System  integration  of  business  planning  application 
with  plant  information/controi  and  process  design 
applications 

• Application  migration  from  mainframes 

• Network  services,  particularly  EDI 


YWSPR/PM-  12 


INPUT 


Selected  Process 
Manufacturing  Vendors 


Plant 

Process  Level 

Management 

MRPII 

Allen-Bradley 

IBM  POMS 

Datalogix 

GEMMS 

Honeywell 

Ross  Promix 

Marcam 

Prism 

ASK 

MANMAN 
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Process  Manufacturing 
Vendors  Profiled 


• Andersen 

• ASK  Computer  Systems 

• Marcam  Corporation 

• Ross  Systems 

• Sterling  Software 


Vendor  Profile  #1 


Andersen  Consulting,  Arthur  Andersen  & Co. 
69  West  Washington  Street 
Chicago,  IL  60602  (312)  580-0069 


Company  Background 

• Andersen  Consulting  was  set  up  by  Arthur 
Andersen  & Co.  as  a separate  firm  in  1988  to 
address  its  rapidly  growing  and  large  volume  of 
information  services  business. 

• It  now  has  151  offices  in  46  countries  employing 
21 ,000  consultants.  Estimated  worldwide 
revenues  in  1991  for  Andersen  Consulting  were 
$2.26  billion. 
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Vendor  Profile  #1  (Cont.) 


r 


Strategy 

• Andersen  utilizes  its  reputation  in  manufacturing 
and  its  demonstrations  of  working  solutions  to 
manufacturing  and  distribution  problems  as  a 
means  of  appealing  to,  and  closing  business  with, 
prospects  that  are  solution  oriented. 

• Andersen  focuses  more  attention  on 
manufacturing  than  on  other  markets. 

• In  process  manufacturing,  Andersen  has 
introduced  a unique  system  that  will  link  plant  floor 
and  business  functions  and  provide  new  types  of 
capabilities  in  the  environmental  area. 

• Andersen  emphasizes  its  knowledge  of  industries 
and  applications,  particularly  in  manufacturing  and 
distribution,  to  make  presentations  and  conduct 
consulting  studies  that  can  lead  to  large  SI  and 
professional  services  contracts. 

Key  Issues 

• In  1991 , Andersen  Consulting  entered  into  an 
alliance  with  Microsoft  to  provide  services  to 
develop  client/server  applications. 

• Areas  of  manufacturing  expertise  include  CIM, 
CAD/CAM,  MRPII,  robotics,  material  handling, 
numerical  control,  bar  code  data  collection,  and 
change  management  control. 
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Vendor  Profile  #2 


ASK  Computer  Systems,  Inc. 

2240  W.  El  Camino  Real,  P.O.  Box  7640 
Mountain  View,  CA  94039-7640  (415)  969-4442 


Company  Background 

• ASK  was  incorporated  in  1974  to  serve  the 
manufacturing  industry.  It  has  acquired  several 
companies,  which  has  enabled  it  to  extend  the 
hardware  platforms,  software  products,  and  clients 
that  it  serves. 

• During  the  first  quarter  of  FY  1992,  ASK 
restructured  its  business  into  The  ASK 
Companies,  which  include  the  corporate  function 
and  three  decentralized  business  units.  ASK 
Computer  Systems  employs  900  people  focusing 
on  manufacturing  applications. 

• Turnkey  systems  and  software  products  for  IBM, 
DEC,  and  HP  midrange  computers  are  the  chief 
sources  of  revenue  for  ASK,  but  ASK  also 
provides  processing  services  and  a few  systems 
integration  services. 
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Vendor  Profile  #2  (Cont.) 


Strategy 

« ASK  was  devoted  completely  to  the  manufacturing 
industry  prior  to  its  acquisition  of  Ingres,  and  still 
maintains  more  focus  on  manufacturing  than  do 
most  competitors. 

• ASK  offers  turnkey  systems  and  software 
products  for  HP,  IBM,  and  DEC  midrange 
computers  as  well  as  a processing  service,  that 
provide  integrated  manufacturing  capabilities  for 
discrete  and  process  manufacturers. 

• Prospects  can  avail  themselves  of  the  support 
provided  with  processing  or  turnkey  systems,  or 
buy  software  products  for  their  own  equipment. 

• Prospects  also  are  provided  with  an  image  of  a 
vendor  that  understands  manufacturing  and  that 
has  a full  set  of  products  for  manufacturing 
planning,  forecasting,  budgeting,  tracking,  linking, 
purchasing,  accounting,  and  other  functions  that 
use  a common  data  base. 

Key  Issues 

• ASK’s  primary  offering  is  an  on-line  interactive 
system  (the  MAN  MAN  Information  System)  that 
consists  of  integrated  products  for  manufacturing, 
finance,  marketing,  customer  service,  decision 
support,  and  computer-integrated  manufacturing 
functions. 

• The  company  is  focusing  on  developing  ERP 
solutions. 
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Vendor  Profile  #3 


Marcam  Corporation 
95  Wells  Ave. 

Newton,  MA,  02159  (617)  965-0220 


Company  Background 

• Marcam  was  founded  in  1980  as  an  applications 
software  company. 

• It  distributed  and  provided  add-on  products  and 
consulting  services  to  MAPICS,  IBM’s 
manufacturing  system  for  midrange  computers, 
prior  to  developing  the  PRISM  product. 

• In  April,  1991,  Marcam  acquired  ShawWare 
Incorporated  of  Burlington  (Ontario,  Canada),  a 
supplier  of  maintenance  and  materials 
management  applications  software. 

• The  company’s  FY  1991  revenues  reached  $56.5 
million,  a 34%  increase  over  fiscal  1990  revenue 
of  $42.2  million. 

• Marcam  also  provides  implementation  support, 
custom  programming,  and  systems  integration 
services  for  a total  process  manufacturing 
solution. 

• The  company  has  cultivated  the  image  and  is 
reaping  the  rewards  of  being  a vendor  with  a 
reputation  for  very  close  relationships  to  process 
manufacturers. 
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Vendor  Profile  #3  (Cont.) 


Strategy 

* Marcam  is  one  of  the  few  applications  software 
companies  focusing  exclusively  on  process 
manufacturing. 

* Marcam  recognized  the  unique  manufacturing 
requirements  of  the  process  industries,  and  the 
lack  of  software  systems  designed  exclusively  for 
these  industries. 

* To  meet  those  needs,  the  company  developed 
and  currently  markets  PRISM,  an  integrated 
manufacturing,  financial  logistics,  and  cost 
accounting  software  product. 
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Vendor  Profile  #3  (Cont.) 


Key  Issues 

• Marcam  worked  very  closely  with  more  than  50 
process  manufacturers,  many  of  which  are  among 
the  Fortune  100,  to  develop  the  PRISM  product. 

• PRISM  is  the  only  manufacturing  and  control 
system  package  included  in  IBM’s  Cooperative 
Software  program. 
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Vendor  Profile  #4 


Ross  Systems,  Inc. 

555  Twin  Dolphin  Drive 

Redwood  City,  CA  94056  (415)  593-2500 


Company  Background 

• Ross  Systems  was  founded  in  1972  to  provide 
consulting  professional  services. 

• In  1975,  the  company  expanded  its  business  to 
include  software  products  and  processing 
services. 

• Ross  Systems’  revenues  for  1991  were  $71 
million.  About  36%  of  those  revenues  were  from 
the  manufacturing  industry,  and  60%  of 
manufacturing  revenues  were  from  process 
manufacturing. 

Strategy 

• Ross  Systems,  Inc.  provides  business 
applications  software  products  and  associated 
support  services  to  users  of  DEC  computers. 

• The  company’s  overall  strategy  is  to  build  a 
broad-based  DEC  application  software  company 
through  internal  deve  opment  and  selective 
acquisitions. 


V 


YWS PR/PM-  22 


INPUT— 7 


Vendor  Profile  #4  (Cont.) 


Key  Issues 

• In  1991 , Ross  Systems,  Inc.  announced  that  it  had 
acquired  Pioneer  Computer  Group  of  England  in 
an  attempt  to  extend  its  operations  into  the  4GL 
and  process  manufacturing  software  markets. 

• This  has  allowed  the  company  to  become  a player 
in  the  process  manufacturing  market  by  offering 
Promix,  a pioneer  product  focused  on  this 
industry. 

• Promix  makes  use  of  4GLs  and  offers  the 
flexibility  of  relational  data  base  management. 

• The  package  is  targeted  to  Fortune  100 
companies  in  process  manufacturing. 
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Vendor  Profile  #5 


Sterling  Software,  Inc.  EDI  Group 
4600  Lakehurst  Court,  P.O.  Box  7160 
Dublin,  OH  43017  (614)  793-7000 


Company  Background 

• The  EDI  Group  was  created  in  October  1990,  and 
includes  the  Ordernet  Services  Division,  the 
Ordernet  International  Division,  the  EDI  Labs 
Division,  and  the  Directions  Division,  which 
provides  check  processing  and  electronic 
payments  software. 

• The  REDINET  Services  Division  of  CDC  was 
acquired  in  1991  and  folded  into  the  Ordernet 
Division. 

• Fiscal  year  1991  revenues  were  over  $43.6 
million,  a 37%  increase  over  fiscal  1990  revenue 
of  $31 .8  million. 

• Software  products  and  network  services  are 
offered  through  the  Ordernet  division  to  over 
2,700  customers  in  the  pharmaceutical,  grocery, 
hardware,  housewares,  retail,  medical  distribution, 
mass-merchandising,  warehousing, 
transportation,  and  automotive  industries. 


V 


YWSPR/PM-  24 


INPUT 


Vendor  Profile  #5  (Cont.) 

Strategy 

• Sterling’s  EDI  Group  has  developed  and  acquired 
a comprehensive  set  of  EDI  services  and  related 
software  and  services  that  have  established  the 
company  as  a major  competitor  and  source  of 
expertise  in  EDI. 

• As  part  of  its  strategy,  the  EDI  Group  focuses  on 
maintaining  a close  relationship  with  clients  and 
supplying  their  needs  as  their  use  of  EDI  expands. 

• The  EDI  Group  has  penetrated  many  markets, 
including  wholesale  and  retail  distribution — 
including  grocery,  hardware,  and  housewares — 
pharmaceuticals,  medical/surgical  distribution,  and 
service  merchandising. 

Key  Issues 

• Ordernet  supports  internetwork  traffic  with  BT 
North  America’s  EDTNET.  Other  internetwork 
agreements  have  been  established  with  GE 
Information  Services,  ARI,  AT&T,  Bell  Atlantic  and 
many  others. 

• Translation  between  established  standards  for 
EDI  and  other  standards  and  between  a variety  of 
record  formats — as  well  as  support  of  existing 
protocols  on  different  hardware  platforms — are 
provided  with  software  from  the  EDI  Group. 
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Vendor  Issues 
Process  Manufacturing 


• High  level  of  user  interest  in  client/server  use, 
downsizing  and  outsourcing 

• Need  for  data  in  multiple  areas  promotes 
client/server  use 

• Need  for  responsiveness  and  improved  productivity 
drives  client/server  use  and  downsizing 

• Financing  pressures  related  to  changes  in  a 
complex  information  technology  environment 
promote  consideration  of  outsourcing 

• Client/server  and  downsizing  aid  offers  an 
opportunity  to  many  information  services  vendors 

• Planning  to  support  the  data  management  and 
interconnection  needs  of  user  functions  should  be 
initiated 

• User  initiatives  and  growing  interconnection  with 
suppliers  and  users  should  be  factored  into  planning 
to  integrate  and  reshape  manufacturing  functions 
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Industry  Definition 
Education  Sector 

Demographic  and  Expenditure  Data 


SIC 

Industry  Name 

Type  of  Statistic 

Data 

820 

Education 

Expenditures  (1990-1 991) 
Number  of  schools  (1990) 
Number  of  instructors  (1 990) 
Number  of  students  (1 990) 

$380  billion* 
87,800 
3.5  million 
59.8  million 

821 

Elementary 

and 

Secondary 

Expenditures  (1990-1991) 
Number  of  schools  (1 990) 
Number  of  instructors  (1 990) 
Number  of  students  (1 990) 

$227  billion 
84,000* 

2.8  million 
46.2  million 

822 

Higher 

Education 

Expenditures  (1990-1991) 
Number  of  schools  (1 990) 
Number  of  instructors  (1 990) 
Number  of  students  (1 990) 

$151  billion 
3,800* 
760,000 
13.6  million 

823 

Academic 

Libraries 

Expenditures  (1990-1991) 

$3  billion* 

* INPUT  estimates 


Sources:  U.S.  Industrial  Outlook,  1990;  Statistical  Abstract  of  the  United  States,  1990;  Digest  of 
Education  Statistics,  1990. 
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Industry  Definition 
Education  Sector 

Education  Market  by  Segment — 1991 

$ Millions 
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User  Expenditures 
$ Millions 


Market  Forecast — Education  Sector 
Information  Services  Market 

1991-1996 
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Market  Forecast — Education  Sector 
Information  Services  Market  by 
Delivery  Mode,  1991-1996 
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Market  Forecast — Education  Sector 
Information  Services  Market 
by  Segment,  1991-1996 


Higher  Education 
Administrative  Systems 

K-1 2 
Courseware 
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• K-12 


Business  Issues 
Education  Sector 


- Price  sensitivity — cost  per  user 

• Inconsistent  quality  of  courseware 

• Constrained  funding  at  local,  state,  and  federal 
levels 

• Flattening  enrollment 

• Profitability  of  educational  versus  commercial 
software 

• Out-of-date  classroom  computing 

• Teacher  computing  skills 

• Administrative  Systems 

- Movement  to  new  technology  such  as  RDBMS 

• Campuswide  administrative  systems  integration 

• Budget  restraints  and  accountability 

• Academic  Library  Management 

- Connection  with  nationwide  library  networks 

• Cost  of  CD  ROM  information  sources 

• Use  of  new  text  management  and  retrieval 
technology 
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Industry  Trends 
Education  Sector 

• Flat  to  minimal  growth  in  governmental  spending 

• Changing  demographics  of  student  populations 

• Curriculum  reform  demands 
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Industry  T rends— Education  Sector 
Microcomputers  per  Student 
Elementary  and  Secondary  Schools 


Students  per  Micro 

Year 

Public 

Schools 

Private 

Schools 

1983 

92.3 

N/A 

1984 

63.5 

56.2 

1985 

45.5 

41.6 

1986 

36.5 

33.7 

1987 

30.8 

28.8 

1988 

26.9 

23.5 

1991* 

15 

13 

* INPUT  estimates 

Source:  Statistical  Abstract  of  the  United  States, 
1990. 


YWSPR/ED-  9 


INPUT 


Technology  Issues 
Education  Sector 


• K-1 2 

- Academic  Courseware 

• Increased  acceptance  of  CAI 

• Growing  awareness  of  a need  for  networks 

• Improved  quality  of  courseware 

• Continued  limited  availability  of  classroom 
computers 

- Administrative  Applications 

• Expanding  use  of  teacher/classroom 
management  systems 

• Districtwide  record-keeping  automation 

• Availability  of  microcomputer-based 
administrative  applications 
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Technology  Issues 
Education  Sector  (Cont.) 

• Higher  Education 

- Academic  Courseware 

• Slow  growth  in  use  of  commercial  CAI 

• Expanding  CAI  development  on  campus 

• Creation  of  consortiums  to  expand  CAI  use 

- Administrative  Applications 

• Growing  expansion  of  intra-  and  intercampus 
networks 

• National  networks  being  established 

• Experimentation  with  video  classroom/off-site 
instruction 

• Establishment  of  campuswide  networks  for 
instructor  productivity 
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Technology  Issues 
Education  Sector  (Cont.) 


• Academic  Libraries 

- Expanded  use  of  on-line  and  CD  ROM  services 

• Interlibrary  E-mail  networks  in  place 

• National  library  catalog  system  developing 

• Experimentation  with  text  management  and 
retrieval  technology 


YWSPR/ED-12 


INPUT 


r 


Business  Opportunities 
Education  Sector 

• Increased  use  of  computer-assisted  instruction 
(CAI)  at  the  K-12  level 

• More  mass  market  utilization  of  computers  in 
support  of  all  areas  of  curriculum 

• High  growth  in  network  services,  particularly  in 
higher  education  markets 

• Automation  of  record-keeping  processes 

• Library/information  services  networking  and 
document  processing  in  higher  education 
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Vendor  Listing — Education  Sector 
Selected  Leading  Education 
information  Services 
Vendors  by  Principal  Market  Segment 


Market  Segment 

Selected  Vendors 

K-12 

Academic 

Courseware 

Broderbund  Software 
Claris  Corporation 
IBM 

The  Learning  Company 
Roach  Organization 
Scholastic,  Inc, 

Spinnaker  Software 
Sunburst  Communications 

K-12 

Administrative 

Systems 

IBM 

IntelliTek 

Intorel 

National  Computer  Systems 
Pentamation 

Higher 

Education 

Administrative 

Systems 

American  Management  Systems 

EDS 

IBM 

Information  Associates 
Systems  and  Computer  Technology 

Academic 

Libraries 

CLSI 

CompuServe 

Dialog  Information  Systems 
Follett  Software  Company 
On-Line  Computer  Library 
Research  Libraries  Group 
Wilson  Corporation 
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Education  Sector 
Vendors  Profiled 

• American  Management  Systems 

• National  Computer  Systems,  Inc. 

• Pentamation 

• Systems  and  Computer  Technology 
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Vendor  Profile  #1 


American  Management  Systems,  Inc.  (AMS) 
1 777  North  Kent  Street 
Arlington,  VA  22209  (703)841-6000 
1991  Revenues:  $285M 


Company  Background 

• American  Management  Systems  provides 
information  management  systems  products  and 
services  to  federal  government  agencies,  state  and 
local  governments,  colleges  and  universities, 
energy  companies,  and  telecommunication 
companies. 

• Established  in  1970,  and  currently  employing  3,000, 
AMS  focuses  on  offering  a problem-solving 
resource  to  large  organizations,  an  approach  that 
generally  requires  a combination  of  project 
management  and  professional  services  skills, 
industry-specific  applications,  and  custom  software. 

• The  company’s  largest  market  segments  are  the 
federal  government,  financial  services  institutions, 
state  and  local  governments  and  universities. 
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Vendor  Profile  #1  (Cont.) 


Strategy 

• In  education,  the  company’s  target  market  includes 
the  300  largest  colleges  and  universities.  In  1990, 
its  revenues  from  this  market  were  22%  of  the  total 
corporate  income  of  $262  million,  or  $58  million. 

• The  company’s  principal  administrative  systems 
software  for  the  educational  market  is  the  College 
and  University  Financial  System  (CUFS),  a 
financial  management  system  which  provides  funds 
accounting,  general  accounting,  and  management 
functions  as  well  as  external  report  generation, 
grants  management,  budgeting,  cash  management, 
purchasing,  and  job  cost  accounting.  The  various 
functional  modules  are  fully  integrated  in  a data 
base  management  structure. 

• The  principal  market  segments  served  in  the 
educational  administrative  area  include  financial 
management  and  purchasing,  alumni  records  and 
development,  student  billing  and  records  for 
colleges  and  universities,  and  financial 
management  and  purchasing  for  school  districts. 

Key  Issues 

• Systems  integration  capabilities  form  an  important 
part  of  AMS’  products  and  services. 
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Vendor  Profile  #2 


National  Computer  Systems,  Inc. 

11000  Prairie  Lakes  Drive 

Eden  Prairie,  MN  55344  (612)  829-3222 

1991  Revenues:  $31 5M 


Company  Background 

• National  Computer  systems  (NCS)  manufactures 
and  markets  a broad  variety  of  information 
management  products  and  services  used  in  data 
collection,  information  analysis,  and  reporting. 

NCS  has  three  major  operating  units:  Scanning 
Systems  and  Services,  Software  Systems,  and 
Leasing. 

• National  Computer  Systems  sells  its  products 
primarily  to  the  educational  market  and,  to  a lesser 
extent,  to  the  government  and  financial  markets. 

• In  1 991 , revenues  for  the  six  months  ended  July  31 
declined  2.2%  from  the  corresponding  1990  period, 
as  higher  education  sector  revenues  were  offset  by 
lower  third-party  maintenance  revenues.  Excellent 
cost  contro  , however,  allowed  pretax  profits  to  rise 
by  14%. 

• NCS’  year,  ended  January  31 , 1 991 , noted  total 
revenues  of  $315  million,  up  from  $284  million  in 
1990. 
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Vendor  Profile  #2  (Cont.) 

Strategy 

• NCS  is  a major  vendor  of  computer-based  optical 
mark  reading  (OMR)  systems  and  is  generally 
regarded  as  the  leading  supplier  of  scanning 
equipment  to  educational  institutions. 

• NCS  also  markets  software,  forms,  and  tests  to  drive 
its  scanners.  These  include  standardized  software 
programs  for  use  with  specialized  applications  on 
OMR  systems,  including  test  scoring,  grade 
reporting,  time  and  attendance  reporting,  and 
classroom  scheduling. 

• The  company  also  provides  a service  bureau  for 
customers  who  do  not  want  to  purchase  scanners. 

Key  Issues 

• Higher  education  revenues  increased  in  1991 . 

• Revenues  from  National  Computer  Systems 
Education  Group  accounted  for  almost  46%  of 
total  revenue. 

• Scanning  equipment,  forms  and  software  services 
can  be  networked  among  classrooms,  schools  and 
district  offices. 

• In  the  fourth  quarter  of  fiscal  1988,  NCS  won  a major 
new  contract  from  the  U.S.  Department  of 
Education — the  Guaranteed  Student  Loan/National 
Direct  Student  Loan  Processing  Environment 
contract — worth  approximately  $40  million  over  its 
five-year  life.  This  contract  strengthens  NCS’  role  in  the 
student  financial  aid  marketplace. 
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ile  #3 


Pentamation  Enterprises,  Inc. — Education  Systems 
Division,  One  Bethlehem  Plaza 
Bethlehem,  PA  18018  (215)691-3616 
1991  Revenues:  $17M  1991  Employees:  150 


Company  Background 

• Pentamation  Enterprises  provides  remote 
computing  and  facilities  management  processing 
services,  software  products,  and  turnkey  systems 
to  a variety  of  industries. 

• An  estimated  35%  of  total  revenues  are  from  the 
educational  market. 

Strategy 

• Pentamation’s  principal  markets  include  education, 
health  care,  and  municipal  governments. 
Pentamation  Enterprises  is  one  of  the  largest 
independent  suppliers  (in  terms  of  revenues)  of 
administrative  computer  software  for  K-12  school 
districts  in  North  America. 

• The  Education  Systems  Division  provides 
integrated  financial  and  student  management 
systems. 
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Vendor  Profile  #3  (Cont.) 


Key  Issues 

• Products  run  on  DEC  VAX  computers;  Pentamation 
is  a systems-cooperative  marketing  partner  of 
Digital  Equipment. 

• Its  principal  delivery  mode  is  as  a systems 
integrator,  with  emphasis  on  professional  services 
such  as  training  and  facilities  management. 

• Pentamation  offers  two  on-line,  integrated, 
computer-based  systems  for  the  information 
processing  needs  of  small  and  midsized  school 
districts.  These  systems  combine  comprehensive 
business  office  software  and  student  services 
software  with  Digital  Equipment  Corporation’s 
PDP-1 1 and  MicroVAX  hardware. 
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Vendor  Profile  #4 


Systems  and  Computer  Technology  Corporation 

4 Country  View  Road 

Malvern,  PA  19355  (215)  647-5930 

1991  Revenues:  $65 M 1991  Employees:  1,050 


Company  Background 

• Systems  and  Computer  Technology  Corporation 
(SCT)  provides  a broad  range  of  systems  integration 
and  related  services,  applications  software,  and 
systems  operations, 

• An  estimated  60%  of  SCT’s  revenue  is  derived  from 
educational  institutions  and  40%  from  government. 

Strategy 

• SCT  primarily  serves  educational  institutions 
(colleges,  universities,  and  trade  schools)  and  local 
government  jurisdictions  (cities  and  counties). 

• In  the  higher  education  administrative  software  and 
services  market,  SCT  is  a significant  vendor  of 
systems  integration  resources. 

• SCT  has  positioned  itself  primarily  as  a systems 
integrator,  with  proprietary  software  and  services 
and  third-party  relations  with  hardware  OEMs  such 
as  IBM  and  HP. 
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Vendor  Profile  #4  (Cont.) 

Key  Issues 

• SCT  signed  a marketing  assistance  agreement  with 
IBM  for  the  higher  education  market.  As  an 
Authorized  Marketing  Assistant  under  IBM’s  Industry 
Marketing  Assistance  Program  (IMAP),  SCT  works 
with  IBM  branch  offices  throughout  the  United  States 
to  identify  prospects  in  the  higher  education 
marketplace. 

• SCT  can  also  participate  in  the  marketing  and 
installation  of  IBM  9370  information  systems  and  IBM 
4300  processors  in  conjunction  with  SCT’s 
administrative  applications  software  and  information 
services  for  colleges  and  universities. 
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Vendor  Issues 
Education  Sector 


"\ 


• Larger  computer  system  vendors  are  showing  a 
proactive  interest  in  higher  education  administrative 
services  market  and  the  CAI  courseware  market 

• Textbook  publishers  have  a marketing  advantage  in 
the  academic  curriculum  software  market 

• Large-niche  opportunities  are  developing  in 
cross-disciplinary  applications  and  interactive 
simulation  programs 

• Growing  trend  toward  desktop  computing  in 
academic  markets 

• Distributed  (client/server-based)  processing 
solutions  involving  the  integration  of  end-user 
processing  needs 

• Need  for  more  centralized  control  of  budgeting  and 
auditing  procedures  leads  to  systems  integration 
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About  INPUT 


INPUT  is  a worldwide  consulting  and  market  research  firm  uniquely  focused  on 
the  information  technology  services  and  software  markets.  Executives  in  many 
technically  advanced  companies  in  North  America,  Europe,  and  Japan  rely  on 
INPUT  for  data,  objective  analysis,  and  insightful  opinions  to  support  their 
business  plans,  market  assessments,  and  technology  directions.  By  leveraging 
INPUT’S  considerable  knowledge  and  expertise,  clients  make  informed  decisions 
more  quickly,  and  benefit  by  saving  on  the  cost  of  internal  research. 

Since  1974,  INPUT  has  compiled  the  most  extensive  research  base  available  on 
the  worldwide  information  services  market  and  its  key  segments,  providing 
detailed  market  forecasts,  vertical  industry  sector  analysis  and  forecasts  and 
analysis  of  vendor  strategies  and  products.  INPUT  delivers  specific  expertise  in 
the  fast  changing  areas  of  outsourcing,  systems  integration,  EDI/electronic 
commerce,  software  development/CASE,  and  on  the  impact  of  downsizing. 

Consulting  services  are  provided  by  more  than  50  professionals  in  major 
international  business  centers.  Clients  retain  INPUT  for  custom  consulting/ 
proprietary  research,  subscription-based  continuous  advisory  programs, 
merger/acquisition  analysis  and  detailed  studies  of  U.S.  federal  government 
IT  procurements. 

Most  clients  have  retained  INPUT  continuously  for  a number  of  years,  providing 
testimony  to  INPUT’S  consistent  delivery  of  high-value  solutions  to  complex 
business  problems.  To  find  out  how  your  company  can  leverage  INPUT’S  market 
knowledge  and  experience  to  gain  a competitive  edge,  call  us  today. 


INPUT  OFFICES 


International 


North  America 

San  Francisco 
1280  Villa  Street 
Mountain  View,  CA  94041-1194 
Tel.  (415)  961-3300  Fax  (415)  961-3966 

New  York 

Atrium  at  Glenpointe 

400  Frank  W Burr  Blvd. 

Teaneck,  NJ  07666 

Tel.  (201)  801-0050  Fax  (201)  801-0441 

Washington,  D.C.  - INPUT,  INC. 

1953  Gallows  Road,  Suite  560 
Vienna,  VA  22182 

Tel.  (703)  847-6870  Fax  (703)  847-6872 


London  - INPUT  LTD. 

Piccadilly  House 

33/37  Regent  Street 

London  SW1Y  4NF,  England 

Tel.  (071)  493-9335  Fax  (071)  629-0179 


Frankfurt  - INPUT  LTD. 

Sudetenstrasse  9 

W-6306  Langgons-Niederkleen,  Germany 
Tel.  0 6447-7229  Fax  0 6447-7327 


Paris  - INPUT  SARL 

24,  avenue  du  Recteur  Poincare 
75016  Paris,  France 

Tel.  (1)  46  47  65  65  Fax  (1)  46  47  69  50 


Tokyo  - INPUT  KK 

Saida  Building,  4-6 

Kanda  Sakuma-cho,  Chiyoda-ku 

Tokyo  101,  Japan 

Tel.  (03)  3864-0531  Fax  (03)  3864-4114 
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